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SUMMARY
This study is  concerned w ith  tourism in  Egypt and, in p a r t ic u la r ,  w ith  
the ro les o f  the government in  developing and re g u la t in g  ho te ls .
The f i r s t  two chapters discuss tourism  in  general and contain 
d e f in i t io n s  o f  the terms used in  t h is  sub jec t.  Governmental 
involvement in  the tour ism  sector is  examined, e s p e c ia l ly  in r e la t io n  
to  developing coun tr ie s .
Chapter three then focuses on Egypt as part o f  the in te rn a t io n a l 
tourism movement in c lud ing  an ana lys is  o f  the s t a t i s t i c s  o f  supply and 
demand and the various fac to rs  which have an in f luence  on the tourism  
sector.
In Chapter fou r  the governmental s t ru c tu re  o f  Egypt is  examined 
id e n t i f y in g ,  in  p a r t ic u la r ,  those in s t i t u t io n s  and s ta te  agencies 
which are involved d i r e c t l y  or in d i r e c t ly  in  tourism . Current pub lic  
sector p o l ic ie s  and development plans are reviewed and the in f luence  
o f  the government on hotel operations and p r ices .
This is  fu r th e r  developed in  Chapter f iv e  which expla ins the nature 
and coverage o f  hotel investment incen tives  in  Egypt.
F in a l ly  Chapter s ix  examines the e f fe c ts  o f  governmental involvement 
in  the construc tion  and development o f  ho te ls .
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CHAPTER 1
TOURISM : DEFINITIONS AND SIGNIFICANCE
1.1 DEFINITIONS OF TOURISM
1.1.1 D i f f i c u l t i e s  in de f in ing  tourism
To give a d e f in i t io n  o f  a phenomenon such as tourism is  more d i f f i c u l t  
than to g iv e  an i l l u s t r a t i o n  o f  i t s  uses. Yet, fo r  the purpose of 
th is  study, i t  was essen tia l to  f in d  a c le a r  and genera lly  accepted 
d e f in i t io n  which would es tab l ish  both d i re c t io n s  and boundaries. In
fa c t ,  there are many d e f in i t io n s  o f  tourism but most are d ic ta ted  by
the purpose, f o r  example o f  measurement, than an attempt to  derive a 
th e o re t ic a l basis f o r  comprehensive study o f the in te rp re ta t io n s  which 
have been applied to  t h is  sub ject.
One o f  the e a r l ie s t  formal d e f in i t io n s  o f tourism was given by an 
Austr ian e c o n o m is t ,H e rm a n n  V. Schullard in  1910:
"Tourism is  the sum to ta l  o f  opera tions, mainly o f  an
economic nature , which d i r e c t ly  re la ted  to  the e n try ,  stay
and movement o f  fo re igners  ins ide  and outside a ce r ta in  
country, c i t y  or reg ion".
This d e f in i t io n  stresses economic aspects but does not e x p l ic i t y  re fe r  
to  the s o c io lo g ic a l ,  psycho log ica l,  c u l tu ra l  and geographic aspects o f 
tourism . I t  also loses something o f  i t s  o r ig in a l  content through 
t ra n s la t io n  o f  the word 'fremde' by ‘ fo re ig n e rs ' ,  thus apparently 
d isregard ing domestic tourism .
In 1942 Swiss professors Hunziker and Kraph^^^ defined tourism as:
"The sum o f  the phenomena and re la t io n s h ip s  a r is in g  from 
the t ra v e l and stay o f  non-res iden ts , in  so fa r  as they 
do not lead to  permanent residence and are not connected
to  any earning a c t i v i t y " .
2
This can be c r i t i c i s e d  as being too vague and a fu r th e r  d e f in i t io n  
proposed by J a fa r i  in  1977 takes in to  account the in te ra c t io n s  o f 
tourism namely:
"The study o f man away from his usual h a b i ta t ,  o f the 
indus try  which responds to  his needs, and o f  the impacts 
th a t  both he and the indus try  have on the hos t 's  soc io ­
c u l t u r a l ,  economic and physical environments"^))
In tak ing  such an " h o l i s t i c "  approach J a fa r i  attempts to define 
tourism by exp la in ing  the whole essence o f  i t .
Some d e f in i t io n s  o f  tourism have id e n t i f ie d  and incorporated i t s  
economic re la t io n s h ip ;  Mclntosh^^) (1977) described tourism as:
"The science, a r t  and business o f  a t t ra c t in g  and 
t ran spo r t ing  v i s i t o r s ,  accommodating them and g rac ious ly  
ca te r ing  to  t h e i r  needs and wants".
Abdel Wahab(^) (1975) considered tourism  as a 'generic  term c a l l in g  
to  mind ce r ta in  ac ts , imagesand in te ra c t io n s  between man, time and 
p la c e '.  He describes tourism as:
"A purposeful human a c t i v i t y  th a t  serves as a l i n k  between 
people e i th e r  w i th in  one same country or beyond the 
geographical l im i t s  o f  s ta tes . I t  involves the temporary 
displacement o f  people to  another reg ion , country or 
continent f o r  the s a t is fa c t io n  o f  varied needs o ther than 
exerc is ing  a remunerated fu n c t io n .  For the country 
concerned tourism  is  an indus try  whose 'p roduc ts ' are 
consumed on the spot forming in v is ib le  exports . The 
bene fits  occuring there from can be witnessed in  the 
economic, c u l tu ra l  and soc ia l l i f e  o f  i t s  community".
Wahab id e n t i f ie d  f iv e  essen tia l components o f  tourism namely; the 
t o u r i s t  who represents the human element, the generating p o in t ,  the 
d e s t in a t io n ,  means o f  access and f i n a l l y  the a t trac t iven ess  o f the 
product and i t s  f a c i l i t i e s .
3
A more broadly based approach was taken by M.edlik^^^ whose 
d e f in i t io n  has p a r t ic u la r  a p p lica t ion  in  measuring the economic impacts 
o f  tourism regardless o f  the reason fo r  v i s i t s :
"the phenomenon a r is in g  from temporary v is i t s  (or staying 
away from home) outside the normal place o f residence fo r  
any reason other than fo l low ing  an occupation renumerated 
from w i th in  the place v is i te d " .
1 .1 .2  D e f in i t io n s  : tourism ro les and a c t i v i t i e s
Conceputa lly , tourism  d e f in i t io n s  can thus be subdivided in to  two main 
groups. F i r s t l y  those d e f in i t io n s  which emphasize the demand aspects 
o f  tourism such as the approach quoted by Medlik. Secondly, 
d e f in i t io n s  which focus on the ro le  o f  tourism and i t s  l in k s  w ith  
rec rea tion  and le isu re  a c t i v i t y .  An example o f recrea tiona l 
o r ien ta ted  d e f in i t io n s  is  th a t  provided by the countryside Recreation 
Research Advisory Group^^^ which describes tourism as:
" t ra v e l  away from the home environment in  order to 
d iscover and enjoy d i f f e r e n t  environment and f a c i l i t i e s  
fo r  recrea tion  which they a f fo rd  and is  defined to  
include a stay away from home f o r  one n igh t or more".
Heely^^^ adopted a wider conceputal view o f  such m otiva t ion  fo r  t r a v e l ,  
namely;
"Those aspects o f  le is u re ,  t im e, behaviour and t h e i r  
consequences which occur as a re s u l t  o f  temporary t r i p s  
away from the home environment and which are motivated 
ex c lu s iv e ly  by a concern o f rec rea tion  m atte rs",
Heely also d iv ided tourism in to  d i f f e r e n t  ca tegories , 
d is t in g u is h in g  holidays and day rec re a t ion :
Touri sm
A c t iv i t i e s
P a rt ic ip a n ts
Duration
Hoii days 
Staying v i s i t o r  
Hoiiday maker
Holiday
More than twenty fou r  
hours but less than a year
I
Day Recreation 
Day Recreational 
Day v i s i t o r  
Excursi on is t
Excursion
Less than twenty- 
fou r  hours
As fa r  as tourism is  concerned, the fa c to r  which d is t ingu ishes  i t  
from o ther rec rea tiona l use, and shapes the d is t in c t i v e  nature o f  i t s  
impact, is  the need fo r  accommodation, the t o u r is t  being the v i s i t o r  
who is  s tay ing away from home. The need fo r  accommodation prov is ion  
not on ly am p lif ies  the phys ica l,  economic and socia l impact o f  tourism 
but d is t ingu ishes  tourism from most o ther forms o f economic a c t i v i t y  
in th a t  the products o f  tourism are consumed at the po in t o f  
production. Moreover, almost by d e f in i t i o n ,  areas which a t t r a c t  
to u r is t s  have d is t in c t i v e  scenic and c u l tu ra l  landscapes which are
p a r t ic u la r ly  vulnerable to  e c o lo g ic a l ,  economic and socia l change ( 9)
In attempting to  c l a r i f y  what was im plied by ' to u r is m ',  a working 
party  o f  the proposed I n s t i t u te  o f  Tourism in  B r i ta in  (now the 
Tourism Society) reported in 1976:
"tour ism  is  the temporary short-te rm  movement o f  people to  
des t ina t ions  outside the places where they normally l i v e  
and work, and t h e i r  a c t i v i t i e s  during the stay at these 
d e s t in a t io n s ;  i t  includes movement fo r  a l l  purposes, as 
well as day v i s i t s  or excurs ions".
This broader d e f in i t io n  was reformulated s l i g h t l y  w ithout los ing  any o f 
i t s  s im p l ic i t y  a t the In te rn a t io n a l Conference on Le isure-Recreation- 
Tourism, held by the AIEST and the Tourism Society in C a rd i f f  in 
1981 :
"Tourism may be defined in terms o f  p a r t ic u la r  a c t i v i t i e s  
selected by choice and undertaken outside the home 
environment. Tourism may o r may not invo lve overn ight 
stays away from home".
No l im i ta t io n s  on the p a r t ic u la r  a c t i v i t i e s  is  ind ica ted  nor is  
tourism , as defined, dependent on t ra v e l or length o f stay.
1.1.3 Technical approaches
T ech n ica l ly ,  tourism  d e f in i t io n s  provide a perspective o f  the diverse 
circumstances and q u a l i f ic a t io n s  which provide the framework o f 
tourism . So fa r  as s t a t i s t i c s  and in te rn a t io n a l comparisons are 
invo lved , i t  is  necessary to  tu rn  to  more formal dec la ra t ions .
The United Nations Conferences on Travel and Tourism in  Rome, 1963 
recommended the d e f in i t io n s  o f " v i s i t o r "  and " t o u r i s t "  which ’should 
be used in  comparable in te rn a t io n a l  s t a t i s t i c s .  The d e f in i t io n ^ ^ ^ )  
categories the business and le is u re  m otivations o f v i s i t o r s  and 
d is t ingu ishes  those v i s i t s  which are more in  the nature o f  an 
excurs ion:
•  t o u r i s t ; temporary v is i t o r s  s tay ing  at leas t tw en ty - fou r  hours in 
the country v is i te d  and the purpose o f  whose journey can be 
c la s s i f ie d  under one o f  the fo l lo w in g  main headings:
(a) Leisure ( re c re a t io n ,  h o l id a y ,  hea lth ,  s tudy, r e l ig io n  and sport)
(b) Business, fa m i ly ,  m iss ion, meeting.
e excu rs io n is ts  ; temporary v is i t o r s  s tay ing less than tw en ty - fou r 
hours in the country v is i te d  in c lud ing  t ra v e l le r s  on cru ise  ships.
The 1963 recommended d e f in i t io n s  o f  tourism covering more s p e c i f ic  
measurements and comparisons are used in  both nationa l and local 
le ve ls  but are not d i r e c t ly  re levan t to  the subject o f  t h is  
d is s e r ta t io n .
1.2 MEASUREMENT OF TOURISM
1.2.1 The importance o f  tourism  s t a t i s t i c s
Today, tourism  represents an important aspect o f human a c t i v i t y  not 
on ly  as one o f  the fa s te s t  growing sectors but also because i t  has 
become an important component o f  the economic s tru c tu re  o f  a large 
number o f  coun tr ies . During the past f i f t y  years, fundamental 
changes have occured in the modes o f  t ra v e l a f fe c t in g  the volume o f 
t r a v e l le r s  and p lac ing demands on the accommodation in dus try .
Tourism has thus become a basic need and at the same time a most 
des irab le  phenomenon a t t r a c t in g  the in te re s t  o f  people and the 
encouragement o f  governments.
The growing importance o f  tourism has drawn a t te n t io n  to  the need fo r  
a good s t a t i s t i c a l  system o f  measurement which enables conclusions 
to  be drawn from tourism  in fo rm ation  by maximising the understanding 
o f  such in fo rm ation  and ways o f  eva lua ting  i t .
Thus the measurement o f  tourism  is  an essen tia l f i r s t  step fo r  
governmental involvement. Through e f fe c t iv e  measurement, the changing 
patte rn  o f  tourism  can be compared and evaluated; machinery fo r  
regu la t ing  tourism  and i t s  impacts can be devised and the e f fe c ts  o f 
such measures can be p rope rly  gauged. I t  i s ,  th e re fo re ,  important to  
examine the a l te rn a t iv e  approaches to  s t a t i s t i c a l  measurement which 
have been recommended toge ther w ith  t h e i r  im p l ica t io ns  fo r  
governmental ac t ion .
S hack le fo rd^^  has id e n t i f ie d  tourism  as being concerned w ith  "the 
movements o f  in d iv id u a ls  c a l led  " t o u r is t s "  and the f a c i l i t i e s  used by 
them".
In order to  cover the p a r t ic u la r  needs o f  tourism L ic k o r is h ^ ^  
recommended th a t  tourism s t a t i s t i c s  should encompass fou r  main 
funct ions namely,
( i )  measurement o f  t r a f f i c  movement and expenditure or economic 
value;
( i i )  in form ation re la ted  to existence and development o f  services 
and f a c i l i t i e s ;
( i i i )  market research in fo rm a tion , and
( iv )  tes ts  o f  e ffec t iveness  in  marketing and in  opera tion.
However, the l im i ta t io n s  o f  s t a t i s t i c a l  in fo rm ation  must also be
considered. As L icko r ish  has pointed out
"T o u r is t  s t a t i s t i c s  are a source o f  basic in fo rm ation  
f o r  promotion planning. However, by t h e i r  very na ture , 
t o u r i s t  s t a t i s t i c s  give q u a n t i ta t iv e  in fo rm ation  on 
t o u r is t s  who have t ra v e l le d  to  a given des t in a t ion  in 
the past, wh ile promotion is  e sp e c ia l ly  concerned about 
to u r is t s  who might be induced to  t ra v e l in  the fu tu re . " ( 13 )
1 .2 .2  Objectives in  measuring tourism
A comprehensive system o f  s t a t i s t i c s  o f  tourism has a c le a r  ob jec t ive
to  perform the fo l lo w in g  s ig n i f ic a n t  fu nc t ions :
( i )  To measure, provide and evaluate s u f f i c ie n t  data re la t in g  to  
the magnitude and pa tte rn  o f  tourism  ( fo re ig n  or domestic) in 
the country.
( i i )  To provide important in fo rm ation  about capac it ies  and
requirements concerning supply o f  t o u r i s t  f a c i l i t i e s
(accommodation, t ra n s p o r ta t io n  . . .  e tc ) .
( i i i )  To give a useful assessment o f  the impact and various e f fe c ts
o f  t o u r i s t  expenditure and i t s  c o n tr ib u t io n  to  the economy, in 
genera l, and the balance o f  payments, in  p a r t ic u la r .
81.2.3  Unit o f  measurement
I t  is  the " v i s i t o r "  who is  the subject o f  in te rn a t io n a l s t a t i s t i c s .  
Three types o f  r e s t r ic t io n s  need to  be applied in de f in ing  an 
in te rn a t io n a l  v i s i t o r  in order to  exclude other classes of 
t r a v e l l e r s .
These re s t r ic t io n s  re la te  to :
( i )  duration o f  stay in  the country or abroad;
( i i )  purpose o f  t r i p ,  inc lud ing  the exclusion o f  ce r ta in  classes o f  
t r a v e l le r s  who, by convention or f o r  economic, p o l i c i t a l  or 
soc ia l reasons are not considered in te rn a t io n a l v is i t o r s  fo r  
s t a t i s t i c a l  purposes; fo r  example residents o f  the country in 
question o f  some other defined coun try .^^)
In examining v i s i t o r  a r r iv a l  s t a t i s t i c s  a d is t in c t io n  needs to  be 
drawn between the " t o u r is t "  who stays more than 24 hours in  the 
country v is i te d  and the "e x c u rs io n is t "  who do not spend a t leas t one 
n igh t  in  the country v is i te d  although he might v i s i t  the country 
during one day or more and re tu rn  to  h is  ship or t r a in  to  sleep.
Since the e x cu rs io n is t  does not use overn igh t accommodation in the 
country v is i t e d ,  the separation o f such categories is  important in  
qu a n t i fy in g  accommodation usage - fo r  example in  s t a t i s t i c s  o f  room 
o r  bednight occupancies and in  assessing fu tu re  accommodation demands
In order to  d is t in g u is h  in te rn a t io n a l t o u r is t s ,  McEwen^^) has pointed 
out they have three actions in  common:
( i )  they cross in te rn a t io n a l f r o n t ie r s ;
( i i )  they exchange t h e i r  own currency fo r  fo re ign  currency;
( i i i )  they spend time outside t h e i r  own country , and th is  implies 
using some form o f  accommodation.
I t  is  thus possib le  to  use a l l  or any o f  these actions and methods 
f o r  measuring in te rn a t io n a l tourism.
1.2.4 S ta t is t i c a l  in fluences on government p o l ic y  
{ i ) Country o f  residence
In a large number o f  coun tr ie s ,  the fo rm ula tion  o f  marketing and 
promotional p o l ic ie s  depends on the ana lysis o f  patterns o f  v is i to r s  
according to  country o f  residence. Nationals o f  one country may be 
res iden t in another, so the country o f  residence is  more s ig n i f ic a n t  
than th a t  o f  n a t io n a l i t y .  Generally speaking, country o f  usual 
residence ass is ts  the id e n t i f i c a t io n  o f  v i s i t o r s ;  whether they are 
real " v is i t o r s "  o r  "m igrants".
( i i )  Purpose o f  v i s i t
Consideration o f the purpose o f  v i s i t  is  also an important aspect in 
the planning o f  t o u r i s t  f a c i l i t i e s ,  f o r  example, i t  ass is ts  t o u r is t  
en te rp r ises  in  more p rec ise ly  meeting the requirements o f v i s i t o r s ,  by 
f o r  instance, making conference f a c i l i t i e s  ava i lab le  to  business 
t r a v e l l e r s .
I t  is  usua lly  s u f f i c ie n t  to  d is t in g u is h  between the two main 
ca tegor ies ; business and le is u re  t ra v e l .  Each category has i t s  own 
c h a ra c te r is t ic s  and a s p e c i f ic  purpose which enables such v i s i t  to 
be re a d i ly  id e n t i f ie d .
Price e l a s t i c i t y  plays a v i t a l  ro le  as i t  determines a s ig n i f ic a n t  
d i f fe re n ce  between demand f o r  business and le is u re  tourism . Travel 
f o r  various purposes such as v i s i t i n g  fr iends  or r e la t iv e s ,  
pilgrimages or p a r t ic ip a t io n  in  sport ing  events is  grouped under the 
heading "o the r"  to  express i t s  more complex features and d i f f i c u l t i e s  
o f  s u b -c la s s i f ic a t io n .
( i i i )  Length o f  stay
The duration o f  stay provides v i t a l  in fo rm ation  o f  v i s i t o r  s t a t i s t i c s .  
Average length o f  stay in  accommodation, which is  a simple average 
f ig u re ,  can be obtained by d iv id in g  to ta l  n ights  by to ta l  a r r i v a ls ;  
thus :
Total n ights 
Average length o f  stay = Total a r r iv a ls
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This is  p a r t ic u la r ly  required fo r  planning accommodation and other 
f a c i l i t i e s  and to  es ta b l is h  the value o f  tourism to  the country 
concerned. Wahab (1975)^^) has shown th a t  the "median method" can 
help in ob ta in ing  the average length o f  stay in  countr ies which 
u t i l i z e  the f r o n t ie r  check method fo r  the computation o f t o u r is t  
a r r iv a ls  and t o u r i s t  n igh ts .  More s p e c i f ic  survey methods may be 
used to  determine the average length o f  stay during p a r t ic u la r  season 
to d is t in g u is h  peak demands and changes in  demand over time.
( iv )  Means o f  t ran spo r t
S ta t is t ic s  on means o f  t ra n sp o r t  which used by v is i t o r s  to  enter the 
country - by a i r ,  by r a i l  or by road - have a d i re c t  importance fo r  
c a r r ie rs  together w ith  subordinate modes o f  t ran spo r t  such as car 
h ire  o r  bus serv ice . For ce r ta in  des t ina t ions  the primary mode o f 
t ra n s p o r t  is  useful in  d is t in g u is h in g  d i f f e r e n t  categories o f  v i s i t o r  
a r r i v a ls ,  f o r  example, long haul in te rn a t io n a l  to u r is t s  ( a i r  t ran spo r t)  
as opposed to  reg ional or crossborder t ra v e l le r s  (ve h icu la r  t r a f f i c ) .
( v) Types o f  accommodation used
Inform ation about the capac ity  o f  d i f f e r e n t  types o f  accommodation 
can be obtained from s t a t i s t i c a l  re tu rns  where these are required to  
be kept by accommodation establishments. This in fo rm ation  can be used 
to  ca lcu la te  occupancy rates which are an essen tia l determinant o f  
p r o f i t a b i l i t y  and are also o f  in te re s t  f o r  the general planning o f 
accommodation.
1.2 .5  Methods o f  measuring tourism  : a dm in is tra t ive  procedures
The p r in c ip a l  methods o f  measuring tourism  can be considered under 
two main headings; namely,
(a) a dm in is tra t ive  procedures
(b) sample surveys
The data obtained from a d m in is t ra t iv e  procedures mainly covers basic 
volume s t a t i s t i c s .  Two methods o f  c o l le c t io n  are normally invo lved:
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( i ) from the f r o n t ie r  checks:
The gathering o f  data at f r o n t ie r s  helps in  prov id ing  a complete 
coverage o f  the various types o f  t r a v e l le r s  and can be used to 
d is t in g u is h  between " to u r is t s "  and "e x c u rs io n is ts " .
However, t h is  system has disadvantages in  th a t  the data does not 
in d ica te  the eventual des t ina t ions  and movements o f to u r is t s  a f te r  
en te r ing  the country nor can i t  take in to  cons idera t ion  domestic 
to u r i  sm.
( i i )  from the accommodation re tu rn s :
Accommodation is  the most important sec to r  concerned w ith  tourism and 
is  almost wholly  dependent on i t .  The data from such establishments 
is  the most convenient source o f  s t a t i s t i c s  r e la t in g  to  tourism.
I t  has many advantages over the f ro n te r  checks such as:
f  i t  excludes excu rs ion is ts  and persons s taying w ith  fr ie n d s  and 
re la t iv e s  o r  in  o ther p r iv a te  accommodation
# i t  covers res idents  as we ll as v is i t o r s
# i t  records the movement o f  t o u r is t s  w ith in  the country , the regions
and places where they stay and the type o f  accommodation they use
# i t  is  a source o f  data d i r e c t ly  re la te d  to  the supply o f  services
and is  useful f o r  planning ad d it io n a l accommodation capacity .
1.2.6 Sample Surveys
Correct sample survey techniques are important in e s ta b l ish in g  accurate 
s t a t i s t i c a l  systems. Surveys are necessary to  obta in a complete 
p ic tu re  o f  the numbers o f  v is i t o r s  and v is i to r - n ig h t s .
A lso , surveys may be designed to  give more s p e c i f ic  in fo rm ation  using 
c r i t e r ia ^ ^ )  to  d is t in g u is h  such c h a ra c te r is t ic s  as:
# Age and sex o f  t r a v e l le r
# Place and country o f  residence
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•  Socio-occupational or income group
• Purpose o f t ra ve l
•  Length o f  stay
•  Means o f  transpo rt  used
• Types o f  accommodation
0 Expenditure in  the country v is i te d
•  Period (month) o f  v i s i t
•  Type o f  reso r t  v is i te d  (seaside, mountain, coun trys ide , spa . . . .  e tc )
The main methods o f  com pilation o f s t a t i s t i c s  are simply in  concept but 
h ig h ly  soph is t ica ted  in techniques in order to  minimize sampling 
e r ro r .  The fo l lo w in g  are the important methods o f  measurement:
( i )  Census data,
( i i )  Random samples o f  households or in d iv id u a ls  such as the B r i t is h
National Travel Survey.
( i i i )  Randomly selected samples o f  t r a v e l le r s  a t a i rp o r ts ,  seaports, 
r a i l  te rm in i ,  or on -s tree t  in te rv iew s in c i t i e s  and re s o r ts .
( i v )  Continuous d ia ry  panel surveys.
(v) Randomly selected samples o f  ho te ls  f o r  the purpose o f
analysing v i s i t o r  records in  t h is  important segment o f  t o u r i s t
accommodation.
( v i )  Desk research techniques app lied to  government s t a t i s t i c s .
1.3 ECONOMIC SIGNIFICANCE OF TOURISM
1.3.1 Measurement o f  economic bene fi ts
I t  is  apparent th a t  the p o te n t ia l impact o f  tourism on the economy is  
fa r - re a c h in g -a f fe c t in g  the d i f f e r e n t  productive sectors both in  a 
d i re c t  and in d i r e c t  manner. Apart from prov id ing  in f low s o f  revenue 
f o r  commercial en te rp r ises ,  tourism creates add it ion a l business 
turnover fo r  o ther sectors o f  the economy prov id ing  the required goods 
serv ices. I t  also generates household incomes through d i re c t  and 
secondary employment and con tr ibu tes  fo re ign  exchange and o ther
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revenue fo r  governmental purposes.
( 18 )In exp la in ing  the importance o f  tour ism , Richards (1972) 
emphasized th a t  the f u l l  impact o f  tourism on the economy is  not ju s t  
through expenditure on the f r o n t - l i n e  t o u r is t  trades. I t  enhances 
a l l  those o ther in dus tr ie s  which have been ca l led  upon at various 
stages o f  the process to supply goods and serv ices.
T o u r is t  expenditure can have an impact on the economy in  three ways.
The impacts a r ise  through:
(a) d i re c t  expenditure : the spending o f v is i t o r s  on goods and 
serv ices provided by ho te ls ,  r e ta i l  o u t le ts ,  restaurants  and 
o ther t o u r i s t  f a c i l i t i e s ;
(b) in d i r e c t  expenditure : the successive rounds o f  business 
transac tions  tha t  occur as a re s u l t  o f  d i re c t  expenditure ; and
(c) induced expenditure : the respending o f income earned as a 
consequence o f  v i s i t o r  spending.
Analysis o f  expenditures can be adapted to  meet a v a r ie ty  o f  p o l ic y  
needs, in c lud ing  id e n t i f y in g
# employment crea tion
# purchases by business
# rates and o ther taxa t ion
# impact by v i s i t o r  type (accommodation, t ra n s p o r t ,  o r ig in )
# impact by type o f  area
As Archer^^^^ has pointed ou t ,  tourism expenditure is  an in v is ib le
export in  th a t  i t  creates a f low  o f  fo re ign  currency in to  the economy
o f  the d e s t in t io n  country. Archer was one o f  the f i r s t  to  apply the 
tourism  m u l t ip l ie r  as a measure o f the to ta l  e f fe c ts  ( d i r e c t  and 
in d i r e c t )  which re s u l t  from add it ion a l tourism expenditure. The 
value o f  a m u l t ip l ie r  depends upon the nature o f  the economy concerned 
and upon the degree to  which the sector supply to u r is t s  trade w ith  o ther 
sectors in  the economy.
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I t  is  important to  stress tha t  m u l t ip l ie r  studies not only measure 
the secondary economic bene fi ts  o f  income^_generated by tourism 
genera lly  but can be used to evaluate the economic e f fe c ts  o f  
a l te rn a t iv e  forms o f  tourism  investment.
Archer has applied such techniques to  comparative studies o f t o u r is t  
accommodation and t h e i r  loca l economic impacts.
Various attempts have been made using modified or a l te rn a t iv e  methods 
to  measure the tourism  m u l t ip l ie r  in  d i f f e r e n t  coun tr ies . Wide 
d if fe rences  in  m u l t ip l ie r  estim ations ar ise  both from v a r ia t io n s  in 
the methodology used and in  the measurement or c a lc u la t io n  o f  the 
leakages in the form o f  increased imports to  support the increased 
t o u r is t  spending.
In general two main techniques e x is t  f o r  ca lc u la t in g  tourism  
m u l t ip l ie r s  namely:
(a) Income m u l t ip l ie r
(b) Inpu t-ou tpu t ana lys is
The m u l t ip l ie r  technique is  p a r t i c u la r ly  well su ited  to  an assessment 
o f  impacts, both cu rren t and p o te n t ia l ,  in  tha t  i t s  computation is  
incremental and capable o f  d isaggregation and thereby o f  addressing 
many a l te rn a t iv e  scenarios.
1 .3 .2  Determination o f  income m u l t ip l ie r s
This shows the re la t io n s h ip  between a u n i t  o f  ex tra  t o u r is t  spending 
and the changes which re s u l t  in  the leve l o f  income in  the area.
Keynes(20)basic model is  simple and c le a r  and s t i l l  forms the 
framework o f  most o f  the more recent advanced models. I t  shows tha t 
the m u l t ip l ie r  is  ca lcu la ted  by d iv id in g  a u n i t  o f  t o u r i s t  expenditure 
by the p roport ion  o f  i t  which " leaks" out o f  the economic system.
The model is  expressed:
where :
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M u l t ip l ie r  = ^
1 - c + m
C is  the marginal propensity  to consume 
M is  the marginal p ropensity  to import
1 .3 .3  Inpu t-ou tpu t Analysis
An increase in  demand caused by t o u r i s t  expenditures generates 
m u l t ip l ic a t i v e  changes in  income or output and the impact o f  th is  
a d d it io n a l demand determines the kind o f  m u l t ip l ie r  as a measurement
" In p u t-o u tp u t  ana lys is is  a method o f  ta b u la t in g  an 
economic system in m atr ix  form to  show as rows the 
sales made by each sector o f  the sales made by each 
sector o f  the economy to  each o f  the other sectors 
and as columns the purchases made by each sector from 
each o f  the others. T o u r is t  spending is  shown as an 
export column and, by means o f  m a tr ix  a lgebra, the 
impact o f  t h is  expenditure on each sector and on 
incomes can be measured".^ ^
(2 2 )
According to  McIntosh (1972) an in pu t-o u tp u t  ana lys is  o f  tour ism , 
in teg ra ted  w i th in  the na tiona l accounts systems o f  t o u r i s t  countr ies 
could enable the short-medium and long term y ie ld  o f  th is  t e r t i a r y  
a c t i v i t y  to  be assessed.
The ana lys is  o f  tourism impacts, using m u l t ip l ie r  a na lys is ,  suggests 
th a t  the most appropria te  p o l ic ie s  fo r  tourism d i f f e r  according to 
area and t o u r i s t  type and should incorpora te  such considerations as 
in d u s t r ia l  d iv e r s i t y ,  tourism  in f ra s t ru c tu re  and the s tru c tu re  and 
cond it ions o f  employment o f  the workforce. Once th is  d iv e r s i t y  has 
been acknowledged i t  is  possib le  to  define f iv e  a l te rn a t iv e  p o l ic y  
areas th a t  can be addressed.
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(a) increasing the opportun ity  f o r  spending by v i s i t o r s ;
(b) s e le c t i v i t y  in  the types o f  accommodation encouraged;
(c) s e le c t i v i t y  in  the types o f  v i s i t o r  encouraged;
(d) r e c t i f y in g  short-cornings in  the employment s t ru c tu re ;
(e) re s tru c tu r in g  the loca l economy to reduce leakages.
Lefeure^^) has argued th a t  wh ile  the t o u r i s t  indus try  i t s e l f  w i l l  
y ie ld  few d i re c t  b e n e f i ts ,  the side e f fe c ts ,  the e x te rn a l i t ie s  or 
s p in -o f fs  may be s u b s ta n t ia l ,  and argues f o r c ib ly  th a t  planning fo r  
tourism  should focus on these e x te rn a l i t ie s  or how best to  use our 
crumbs, w ith  research id e n t i f y in g  the way in which tourism  f i t s  in to  
the s tru c tu re  o f  the economy.
1.4 FACTORS INFLUENCING THE GROWTH OF TOURISM
1.4.1 Scale and growth o f  in te rn a t io n a l tourism
In te rn a t io n a l tourism has grown considerably during the la s t  two decades 
and, in s p i te  o f  the cu rren t economic recession, t h is  growth is  s t i l l  
ev iden t.
Data c o l le c ted  by the World Tourism Organization po in ts  to the fa c t  
th a t  the in te rn a t io n a l t o u r i s t  demand, which in  1981 reached nearly  
2.900 m i l l io n  in te rn a t io n a l t o u r i s t  a r r iv a ls ,  experienced an increase 
o f 3.9% during 1981, w h ile  in te rn a t io n a l  rece ip ts  in real terms 
amounted in  1981 to  some 106 b i l l i o n  d o l la rs ,  which represents a 
growth o f  11% over the preceding year. (Appendix A .1 .4 (a ) ) .
This growth o f  tourism  is  sub ject to  a number o f  economic, 
s oc io lo g ica l and p o l i t i c a l  fa c to rs  which according to  the way they 
p a r t ic ip a te ,  may help o r  re ta rd  the process. The p r in c ip a l  fac to rs  
which normally con tr ibu te  to  the growth o f  tourism  are:
( i )  techno log ica l development and urban iza t ion  which has helped in
the reduction in  working hours;
( i i )  rap id growth o f  disposable income which has provided greater
access to le is u re  p u rs u i t  and higher spending by t o u r is t s ;
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( i i i )  economic p rospe r i ty  and the growth o f rea l GDP which 
in f luence  the evo lu t ion  o f  in te rn a t io n a l tourism ;
( iv )  the progress in t ran spo r t  and the lower r e la t iv e  cost 
e spe c ia l ly  a i r  and a high ra te  o f  car ownership;
(v) widespread improvement and extension o f  the in f ra s t ru c tu re  
network ;
( v i )  increased government involvement both in  developing and
developed coun tr ies in pursuing economic progress.
The three main in d ic a t io n s  which can be used to  q u a n t i fy  th is  growth
are:
(a) In te rn a t io n a l t o u r is t  a r r iv a ls  in  d es t in a t ion  coun tr ies .
(b) In te rn a t io n a l t o u r i s t  re c e ip ts .
(c) Expenditure on in te rn a t io n a l tourism .
These three forms o f  measurement are in te rn a t io n a l  because each one 
considered in  is o la t io n  may not o f f e r  an accurate p ic tu re  o f  the 
trends and growth o f  tourism .
The place o f  tourism  in world trade is  now estab lished beyond doubt. 
By some d e f in i t io n s  in te rn a t io n a l  tour ism  is  second only to  o i l  as 
the s in g le  la rg e s t  item o f  world trade . Added to t h i s ,  although the 
rap id  increase in  energy costs which have had a s ig n i f ic a n t  impact on 
the volume o f  world trade , the ra te  o f  in te rn a t io n a l tourism to  world 
trade has remained s tab le  during the past few years.
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From an economic po in t o f  view, th is  growth o f  in te rn a t io n a l tourism , 
due la rg e ly  to  l i b e r a l iz a t io n  p o l ic ie s  introduced by many countries 
during the 1950s and 1960s and a consequent re laxa tion  o f f r o n t ie r  
fo rm a l i t ie s ,  and to  f ixed  exchange rates governing the system o f 
in te rn a t io n a l payments has had two major e f fe c ts .  F i r s t ,  i t  
created competition at the in te rn a t io n a l le v e l ,  re s u l t in g  in  a sharp 
increase o f  in te rn a t io n a l t o u r is t  exchanges wh ile  in te rn a t io n a l prices 
remained f a i r l y  s tab le .
Secondly, i t  helped to  f a c i l i t a t e  s w i f t  economic development even in  
coun tr ies  w ith  few resources.
At present, twelve countr ies are the main tourism generators and 
these account f o r  65% o f  world tourism  movements. In these coun tr ie s ,  
an average o f  one out o f  fou r  people t ra v e ls  once a year. Both 
income and soc ia l change in  these countr ies are the main fac to rs  
which account fo r  the in te rn a t io n a l tourismcbmand.
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1.4.2 Future growth o f  tourism  : trends and requirements
In the Economic Review o f World Tourism 1983 the World Tourism
Organization id e n t i f ie d  a number o f  general trends a f fe c t in g  tourism.
I t  was expected th a t :
( i )  domestic tourism  would be the most dynamic segment o f  demand
and continue to  grow, but s l i g h t l y  more s low ly  than
prev ious ly  ;
( i i )  in te rn a t io n a l tourism would grow at an average annual ra te  o f  
f iv e  percent;
( i i i )  the ro le  o f  the s ta te  in the tourism  sector would be 
strengthened and expanded to  extend access in  such areas as 
development, p lann ing, vocational t ra in in g  and promotion;
( iv )  the means o f  accommodation would seek more f le x ib le  forms o f 
use and movement, w ith  supplementary means o f  accommodation 
moving in to  a dominant p o s i t io n ;
(v) more emphasis would be placed on pub lic  and shared 
t ra n s p o r ta t io n  in  an e f f o r t  to  use energy more e f f i c i e n t l y ;
( v i )  ho lidays would continue to  be the dominant m otiva t ion  fo r  
t r a v e l l i n g ;
( v i i )  the market would tend to  ad jus t i t s e l f  to  a new s i tu a t io n  w ith  
a demand fo r  more ac t ive  holidays and w ith  a b e t te r  informed 
t o u r is t  enjoying g rea te r consumer p ro je c t io n .
Moreover, the WTO considered growth prospects fo r  tourism  would
continue to  be su i ta b le  and p o s i t iv e  having regard to  such fac to rs  as
the :
( i )  Rising populations and increas ing  u rban iza t ion ;
( i i )  increased free t im e ;
( i i i )  R ising global gross domestic product;
( i v )  growth in in te rn a t io n a l  trade being greater than th a t  o f 
global gross domestic product;
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(v) increasing s ta te  encouragement o f  tourism sector through 
d i re c t  and in d i r e c t  ac t ions ;
( v i )  growing m a tu r i ty  o f  the tourism  market g iv ing  r is e  to  a less 
stereotyped patte rn  o f  demand;
( v i i )  g rea ter a c c e s s ib i l i t y  to  tourism  des t in a t ions .
To th is  can be added the bene fits  o f  domestic tourism in b r ing ing  
about a sense o f  nationa l u n i ty ,  an understanding on how people in 
d i f f e r e n t  parts o f  the nation l i v e  and in  helping to  create the 
desire f o r  a h igher standard o f  l i v i n g ,  f o r  a broadened outlook 
among the loca l in h a b ita n ts .
According to  World Tourism O rgan iza tion , the domestic tourism 
component accounts f o r  fo u r  times as many movements as in te rn a t io n a l 
tourism . Thus i t  can be argued th a t  the development o f  in te rn a t io n a l 
tourism  should be accompanied by a s im i l i a r  e f f o r t  to  expand domestic 
tourism . Economically, domestic tourism  can be regarded as an 
e f fe c t iv e  too l in  w ide ly  and f a i r l y  d is t r ib u t in g  wealth and income.
In considering tourism growth and regu la t ion  there is  a recognised 
need f o r  government involvement.
As noted, t h is  is  p a r t i c u la r ly  ev ident in  the reports  o f  the World 
Tourism Organization which respond to  and r e f l e c t  the d e ta i ls  
received from nationa l bodies.
1.5 THE TOURIST DESTINATION : EVALUATION AND CLASSIFICATION
1.5.1 C h a ra c te r is t ic s  o f  t o u r i s t  d es t in a t ion
A t o u r i s t  des t in a t ion  may be defined as an area w ith  s u f f i c ie n t  
a t t r a c t io n  to  provide the primary m otiva t ion  fo r  tourism  v i s i t s .  
Moreover, to  be successful a t o u r i s t  d es t in a t ion  w i l l  usua lly  need to 
have a broad enough base o f  a c t i v i t i e s  and in te re s ts  to  occupy the 
t o u r i s t  f o r  several days, poss ib ly  weeks. On the way to  t o u r i s t  
d e s t in a t io n s ,  stopovers; whether necessary or in te re s t in g  places to 
v i s i t  tend to  b u i ld  tourism  volume and may together form a
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composite tou r  o f  h i s t o r i c a l ,  c u l t u r a l ,  a rc h i te c tu ra l  or 
commercial a t t ra c t io n s .
Amongst the c h a ra c te r is t ic s  which c on tr ibu te  towards the 
a ttrac t iveness  o f  a tourism  d e s t in a t io n  and to  a large exten t a f fe c t  
the form i t s  development may take are the fo l lo w in g :
(a) Natural environmental fea tures p a r t i c u la r ly  the topography; 
mountains, lakes, r iv e rs  and sea; leacks, vege ta t ion , f lo r a  and 
fauna.
In determining s u i t a b i l i t y  o ther environmental processes are also 
important such as the average d a i ly  sunshine, temperature 
v a r ia t io n s ,  extent and seasona lity  o f  p re c ip i ta t io n  and the 
d ire c t io n  and s trength  o f  p re v a i l in g  winds. These not only 
a f fe c t  comfort but to  a la rge ex ten t d ic ta te  the types o f  
rec rea tiona l a c t i v i t i e s  which can be o ffe red .
(b) Man-made resources in c lud ing  archeo log ica l s i te s  and monuments, 
c u l tu ra l  a c t i v i t i e s ,  t r a d i t io n s ,  f e s t i v a ls  and o ther events, 
which witness an a l te rn a t iv e  way o f  l i f e ,  en terta inm ent, 
rec rea tiona l and shopping f a c i l i t i e s  together c on tr ibu te  to  the 
range o f  varied a t t ra c t io n s  which can be provided e i th e r  as 
inherent fea tures o f the area o r  as a de l ib e ra te  way o f  c rea t ing  
w ider t o u r i s t  in te re s t .
(c) Economic s tru c tu re  and economic development This includes the 
leve l o f  economic development; the d iv e r s i t y  o f  the economic 
base, the s p a t ia l  c h a ra c te r is t ic s  o f  development; patterns o f  
investment and the im port-export c h a ra c te r is t ic s  o f  the 
revenue o f  the d e s t in a t io n .
(d) Social s t ru c tu re  and o rgan iza t ion  This category includes the 
demographic p r o f i l e  o f  the host popu la tion ; the s trength  o f 
loca l c u l tu re ;  a v a i l a b i l i t y  and q u a l i ty  o f  soc ia l amenities; 
pa tte rns o f  soc ia l o rgan iza t ion ,  women in  the w ork-fo rce ; 
re l ig io u s  a f f i l i a t i o n s ;  moral conduct; le ve ls  o f  hea lth  and 
s a fe ty ,  perceptions a t t i tu d e s  and values towards to u r is t s
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language, t r a d i t io n s  and loca l l i f e s t y l e s  as well as food 
preferences and feeding hab its .
(e) P o l i t ic a l  o rgan ization The p o l i t i c a l  s t ru c tu re  o f the host 
country and o f  p a r t ic u la r  reso r ts  a f fe c ts  the approach towards 
investment. Such fac to rs  as the existence o f  c a p i t a l i s t  or 
s o c ia l i s t  p r in c ip le s ,  as represented by c e n t ra l ly  planned or 
market economy based a d m in is t ra t io n s ,  planning and zoning 
c o n t ro ls ,  incentives and c o n s tra in ts  imposed by the various 
a u th o r i t ie s .
( f )  Level o f  t o u r i s t  development This encompasses the degree o f 
loca l involvement in  the t o u r i s t  in d u s try ,  ra te  o f  development,
nature and d iv e rs i t y  o f  a t t r a c t io n s ;  types and q u a l i ty  o f
accommodation; enterta inment and eating  f a c i l i t i e s  and the ro le  
o f  t ra v e l in te rm ed ia r ies .
The importance o f  any one o f  these fa c to rs  w i l l  depend on both the
type and scale o f  development.
In general, the fa c to rs  a f fe c t in g  the p ro b a b i l i t y  o f  a t t r a c t in g  
to u r is t s  from any given, id e n t i f ie d  market to  a c e r ta in  d es t in a t ion  
w i l l  include the t im e , d istance and costs o f  t r a v e l l i n g  to  and 
s tay ing in the d e s t in a t io n .  They w i l l  also be a ffec ted  by c u l tu ra l  
t i e s ,  educational standards and the propensity  to  t ra v e l 
c h a ra c te r is t ic s  o f  the market and the estab lished repu ta t ion  o f the 
d es t in a t io n .
1 .5 .2  The nature o f  the t o u r i s t  d e s t in a t io n  products
Tourism products represent a 'package' o f  what des t in a t io n  has to  o f f e r ;  
parts o f  the product may be p a r t i c u la r l y ,  outstanding and as unique 
th a t  the t o u r i s t  in dus try  can la rg e ly  depend on these to  provide the 
main m otiva t ion  fo r  t o u r i s t  in te r e s t .  Others may be important 
because o f  t h e i r  assoc ia t ion  and combination to create a strong 
enough appeal to  secure a v iab le  share o f  the market. The degree o f  
t o u r i s t  a t trac t iven ess  o f  a d e s t in a t io n  is  determined by primary 
tourism resources and by t o u r i s t  serv ices provided. Both together 
c o n s t i tu te  the products o f  tourism .
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Tourism products are in ta n g ib le ,  non-material and do not p r im a r i ly  
invo lve the t ra n s fe r  o f  ownership o f  goods. Instead, ce r ta in  
f a c i l i t i e s  are made ava i lab le  fo r  a spec if ied  time and fo r  a 
spec if ied  use.
In the t o u r i s t ' s  view, however, the product he buys covers the 
complete experience from the time he leaves home to the time he 
re tu rns  to  i t .  In o ther words, the product is  an amalgam o f  many 
components or a package.
1.5.3 Destination a t t r ib u te s
Considered another way i t  may be said th a t  every des t in a t ion  has 
ce r ta in  a t t r ib u te s  th a t  serve to  enhance i t s  volume o f  the tourism 
t r a f f i c .  These a t t r ib u te s  are o f  three types namely the :
( i )  a t t r a c t io n  m ix : elements o f  a t trac t iven ess  (resources)
whether natura l or man-made.
( i i )  serv ice m ix : f a c i l i t i e s  and types o f  services e x is t in g  at
des t ina t ion
( i i i )  a c c e s s ib i l i t y  mix : modes o f  access to  the d e s t in a t io n  from
various o r ig in a t in g  po in ts .
These various elements should be balanced in  t h e i r  re la t io n s h ip s  
together and between them and the t o u r i s t  demand otherwise i f  a 
discrepancy should a r ise  the whole t o u r i s t  fu tu re  o f the des t in a t ion  
could be constrained below i t s  most e f fe c t iv e  le v e l .
Thus, the success o f  a t o u r i s t  des t in a t io n  and the development o f 
tourism genera lly  depend upon the in te r - re la t io n s h ip  o f  these three 
basic a t t r ib u te s .  I f  a proper balance can be achieved through
planning and in te rve n t io n  where necessary, tourism can be a s trong ,
p o s i t iv e  economic fo rce .
1.5.4 T o u r is t  a t t ra c t io n s
The a t t r a c t io n  mix o f  the d e s t in a t io n  is  a measure o f  the v a r ie ty  o f
physical se t t ings  and establishments which provide a l in e  fo r
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t o u r is t s  to v i s i t  p a r t ic u la r  areas or spend t h e i r  days in s p e c i f ic  
regions. The d i f f e r e n t  elements o f  a t t ra c t io n  mix have been 
c la s s i f ie d  in  several ways usua lly  d is t in g u is h in g  natura l resources 
from those which are man-made and ca tegoriz ing  the a t t ra c t io n s  in 
terms o f  t h e i r  q u a l i ty  and s u i t a b i l i t y  fo r  tourism use.
Arguably the major fea tu re  a f fe c t in g  tourism  development and prospects 
is  the c l i m a t e . T h e  extent o f r a i n f a l l ,  snow cover, high 
hum id it ie s ,  wind o r  breezes and sunshine may d ic ta te  the periods 
during which tourism  is  favoured o r otherwise these cond it ions may 
lead to  seasonal peaking and a f fe c t  the tourism m a rk e ta b i l i ty  o f  the 
resources they w i l l  a f fe c t  design and cons truc tiona l requirements 
and poss ib ly  pre jud ice the commercial v i a b i l i t y  and economic bene fits  
o f  tourism .
The government has a s p e c i f ic  ro le  to  play in  determining the extent 
to which a t t ra c t io n s  are to  be used fo r  tourism development. This 
app lies  not ju s t  to  loca tions  but to  the type and leve l o f  investment, 
time scales f o r  development and the degree o f  p ro tec t ion  to  be 
a ffo rded . For these purposes the i n i t i a l  step necessary is  concerned 
w ith  p lann ing , and having set out p o l ic ie s  and s t ra teg ies  as pa rt  o f  
t h is  planning process, the government has a r e s p o n s ib i l i t y  to  ensure 
these are implemented. This invo lves some form o f le g is la t io n  fo r  
the p rese rva t ion , p ro tec t ion  and development o f  outstanding natural 
a t t ra c t io n s  to  prevent piecemeal development, which may win the 
in te rn a t io n a l  competitiveness o f  the country.
Any assessment o f  a coun try 's  a t t ra c t io n s  should observe the fo l low ing  
p r i  n c ip le s :
(a) A t t ra c t io n s  should be developed progress ive ly  throughout the 
whole country in order to  spread the trade and the re s u lta n t  
ben e fi ts  as w ide ly  as poss ib le .
(b) Areas and a t t ra c t io n s  which are given special p r i o r i t y  fo r  
development should appeal to  the widest possib le  c ross-sec tion  o f  
to u r is t s  over the longest possib le  season. This w i l l  then ensure 
th a t  undue dependence is  not placed on any one category o f 
t o u r i s t  or any one p a r t ic u la r  n a t io n a l i t y  nor on any one period 
o f  the year.
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(c) A t t ra c t io n s  which can be most re a d i ly  developed, at a cost 
which bears a reasonable re la t io n s h ip  to the volume o f po te n t ia l 
t o u r i s t  trade and probable expenditures o f  those v i s i t o r s ,  
should be given p r io r i t y .
(d) A t t ra c t io n s  which can be served by ava i la b le  in f ra s t ru c tu re  
se rv ices , o r  by in f ra s t ru c tu re  improvements planned fo r  o ther 
soc ia l o r  in d u s t r ia l  developments should be given high p r io r i t y .
(e) Since a l l  p o te n t ia l a t t ra c t io n s  cannot be developed at once, 
development o f  competing a t t ra c t io n s  should not be undertaken 
u n t i l  t h is  becomes j u s t i f i e d  by the volume o f  to u r is t s .
1 .5 .5  T o u r is t  services
F a c i l i t i e s  a l low  the resources to  be used f o r  tourism  and thereby 
earn revenue. Before any b u i ld in g  can take place the land must be 
serv iced w ith  s u i ta b le  in f r a s t r u c tu r e , e.g. water supp lies , roads, 
e l e c t r i c i t y  cables, and telephone l in e s .
The in f ra s t ru c tu re  requ ired f o r  tour ism  development also includes 
a i rp o r ts ,  harbours, highways and o ther routes o f  en try .
F a c i l i t i e s  provided fo r  t o u r is t s  f a l l  in to  two main categories :
(a) Those which are common to a l l  types o f  re s o r ts ,  wherever they 
may be loca ted , p rov id ing  f o r  general t o u r i s t  needs such as 
accommodation, c a te r in g ,  en te rta inm ent, le is u re  and re la x a t io n  
and p rov id ing  the basic techn ica l in f ra s t ru c tu re  fo r  re s o r t  
opera tion .
(b) Those which are id e n t i f ie d  w ith  p a r t ic u la r  l o c a l i t i e s ,  
u t i l i s i n g  the resources o f  the s i te  and surroundings f o r  more 
s p e c i f ic  pu rsu its  in  rec rea tion  which character ize  the nature 
o f  the re s o r t .
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In general the f a c i l i t i e s  may be grouped under:
# Accommodation: Ho te ls , Motels, Condominiums, e tc .
# Catering
# Recreation
# Tours and services
# Business f a c i l i t i e s ,  meetings, conferences, banquets, fu n c t io n s ,  e tc .
Various views have been expressed as to  the way tourism  resources 
should be evaluated and developed in  order to achieve the co rrec t 
balance o f  a t t ra c t io n s  and serv ices. Holloway expla ins how the 
success o f  a t o u r i s t  d es t in a t ion  depends on the in te r re la t io n s h ip  
o f  the three basic fa c to rs  " a t t r a c t io n s ,  amenities and a c c e s s ib i l i t y " .  
McIntosh d iv ides these tourism  components and supply in to  f iv e  main 
ca tegor ies , namely na tura l resources, in f r a s t r u c tu r e s , super­
s t ru c tu re s ,  h o s p i ta l i t y  resources and t ra n s p o r ta t io n . An a l te rn a t iv e  
approach has been used by in c la s s i fy in g  the
various a t t ra c t io n s  o f  a re s o r t  area under headings o f  scenic and 
paroscenic, p hys ica l,  s o c ia l ,  c u l tu ra l  and economic.
1.5.6 Resorts
Professor Markonic has defined reso rts  as
"places which a t t r a c t  large numbers o f  to u r is t s  and which 
tourism endorse w ith  special c h a ra c te r is t ic s  so th a t  
d i re c t  and in d i r e c t  revenue produced by tourism  plays
a very important and even dec is ive  ro le  in  t h e i r
existence and deve lopment"*^
I t  must be emphasized th a t  a t o u r i s t  re s o r t  should not be considered 
in  is o la t io n  but as an in te g ra l pa r t  o f  the region and country in 
which i t  is  s i tu a te d ,  and i t s  development must be considered w i th in  
the scope o f  ove ra l l  development plans.
In reviewing e x is t in g  l i t e r a t u r e  several key p r in c ip le s  fo r  the
successful development o f  an in te rn a t io n a l t o u r is t  re so r t  are 
beginning to  emerge:
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(1) I t  must make maximum use o f  the natura l features o f  the area, 
the t ra d i t io n s  and customs o f  the loca l popu la tion , to  promote 
a unique character o f  i t s  own and avoid attempting to  be a 
re p l ic a  o f  o ther popular re s o r ts .
(2) I t  must provide a t t r a c t io n s ,  amenities, recreations and past-times 
so tha t  the holidaymaker can enjoy a complete ho liday in  the 
re s o r t ,  and should be in  such v a r ie ty  to  s a t is f y  those o f  
d i f fe r e n t  n a t io n a l i t ie s ,  ages, incomes and tas tes .
(3) I t  should provide an atmosphere o f  h o s p i ta l i t y  to  i t s  guests and 
ensure they leave contented, having been ente rta ined  throughout 
t h e i r  stay and received good value fo r  money.
(4) Prices should be assessed not on ly  in  re la t io n  to  the spending
capacity o f  the customers fo r  whom the reso r t  is  intended, but
should also be com petit ive  w ith  those o f  o ther re s o r t  areas.
(5) I t s  long term development should be comprehensively planned so
th a t  as trade expands amenities can be added, enhancing i t s
a t t ra c t io n s  and customer s a t is fa c t io n ,  w ithou t los ing  i t s  o r ig in a l  
charm o r  appeal.
1.5.7 Evaluation o f  tourism  resources
A wide v a r ie ty  o f  fa c to rs  must be taken in to  account when eva luating 
tourism  resources. The importance o f  each o f  these w i l l  vary from 
s i tu a t io n  to  s i tu a t io n  depending on the type o f  tourism  being 
developed and the context and stage o f  development. Even in the more 
s p e c i f ic  case o f  s k i - f i e l d s ,  d i f f e r e n t  fa c to rs  assume d i f f e r e n t  
emphasis according to  lo ca t io n  and the type o f  s k ie r  being catered fo r .  
However, the range o f  eva lua tion  and se lec t ion  techniques reviewed to  
provide a good basis o f  assessing and ordering these fa c to rs  although 
there is  s t i l l  scope fo r  r e f in in g  these techniques fu r th e r .
In add it ion  to  t ra n s p o r t ,  p lan t  and se rv ices , the presence or absence 
o f  o ther services and in f ra s t ru c tu re  in  the form o f  hea lth  and 
s e c u r i ty  serv ices, sewerage, power and water supply must also be taken 
in to  account. Spatia l v a r ia t io n s  in  the a v a i l a b i l i t y  and cost o f  
labour, the a t t i tu d e s  o f  res idents  to  tourism and p o l i t i c a l  s t a b i l i t y
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w i l l  be o ther fac to rs  to bear in  mind.
Evaluation o f  tourism resources can be viewed as a process enabling 
the curren t and fu tu re  importance o f  a tourism resource to  be 
defined in re la t io n  to  other homogenous resources. For t h is  purpose 
some form o f  inventory  l i s t i n g  is  essen tia l and reference may be made 
to  the procedure recommended by the World Tourism Organization. 
(Appendix A 1 ,5 .7 ) .
In an evaluation o f  tourism resources, concepts o f p ro te c t io n ,  
preservation and development should be introduced and d i f f e r e n t ia te d ,  
w ith  the concept o f  development being taken in i t s  most p o s i t iv e  
sense. To achieve t h i s ,  a number o f  ob jec t ives  should be a tta ined  
by means o f  adequate measures. This imposes a r e s p o n s ib i l i t y  on 
government.
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CHAPTER 2
GOVERNMENT INTERVENTION IN TOURISM
Governmental involvement in  the tourism sector can be j u s t i f i e d  on 
several grounds, p a r t ic u la r ly  in developing coun tr ies .
This chapter examines in general the case fo r  such involvement and 
p a r t ic u la r  areas o f  governmental concern.
2.1 THE NATURE OF GOVERNMENT INVOLVEMENT
2.1.1 The case fo r  government involvement
Steps taken by government may be a c t iv e ,  th a t  is  d e l ib e ra te ly  
introduced to favour tourism  or passive in the sense th a t  although the 
actions may have im p l ica t io ns  fo r  tourism  these may not be s p e c i f i c a l ly  
intended to  favour or in f luence  tourism .
Such actions may be fu r th e r  categorized according to  the extent they 
are mandatory or supportive . Mandatory steps are usua lly  l inked  w ith  
le g is la t iv e  p rov is ions ,  fo r  example regu la t ing  employment o f  fo re ign  
n a t i o n a l s  in tourism or o f fe r in g  investment incentives or nego tia t ing  
a b i la te r a l  are services a g r e e m e n t . S u p p o r t i v e  ac tion may be 
adopted by government towards commercial organ izations representing 
the tourism in te re s t  a l low ing t h e i r  a c t i v i t i e s  to  develop w ithou t 
s p e c i f ic  f in a n c ia l  or le g is la t iv e  support.
P a r t ic u la r  areas fo r  government concern in  developing tourism re la te  
to :
• the con tro l o f  fo re ign  exchange earnings in order to  reduce import 
leakages
# the a t t r a c t io n  o f  fo re ign  investment by means o f s u itab le  
incen tives and t h e i r  regu la t ion
§ t ra in in g  and development o f  loca l s k i l l s  and o pp o rtun it ie s  in  
tourism  employment
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# land use p o l ic ie s  in c lud ing  the a l lo c a t io n  o f land and resources 
fo r  tourism development
• in tro d u c t io n  and development o f  a i r  t ran spo rt  services and 
agreements.
2 .1 .2  Related issues
The need to improve or con tro l tourism  may compel s p e c i f ic  action to 
be taken by government. On the o ther hand as an a c t i v i t y  in the 
community and in the economy, tourism  impinges upon an extremely wide 
range o f  issues which f a l l  w i th in  the normal in te re s ts  o f  governments.
I t  impinges, f o r  example, on the environment, the economy,
t ra n s p o r ta t io n ,  health and w e lfa re ,  consumer p ro tec t ion  to  name ju s t  a
few. Inc re as in g ly ,  as governments have extended t h e i r  involvement in
the community and as tourism  has increased in dimensions and
s ig n i f ic a n c e ,  so governments have almost in e v i ta b ly  become involved
in  tourism . I n i t i a l l y  t h is  involvement may have been in d i r e c t ;  but
as tourism  has grown and has been recognised as a d isc re te  and
s ig n i f i c a n t  area o f  a c t i v i t y ,  so there have been attempts to  provide
a tourism  focus to  some o f  t h is  in d i r e c t  involvement; i n i t i a l l y  th is
was very much rooted in economic and o ften  in balance o f  payments
issues, but as tourism has grown i t  has tended to  broaden out in to  a
( 2 )wide range o f  issues.^ '
The nature o f  involvement in  t h is  context var ies w ide ly ,  ranging from 
government le g is la t io n ,  d i re c t iv e s  and guidance, f is c a l  and monetary 
measures to  the crea tion  o f  specia l bodies.
Appendix 2 .1 .2  gives a summary o f  the main issues in  s ix  European 
coun tr ies  which lead to  contact between governments and tourism.
These are based on a content ana lys is  o f  the OECD annual reports  fo r  
1972 to  1982 which contains a re p o r t  on governments' involvement and 
act ion  in  tourism . The f i r s t  seven issues, which were mentioned fa r  
more times than any o f  the others are ranked in  order to  number o f 
times mentioned. In the case o f  developing countr ies the ac t ion  or 
ser ies o f  actions taken by any p a r t ic u la r  government w i l l  be g re a t ly  
dependent on i t s  socia l and economic o rgan iza t ion  as well as the
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sphere o f  p o l i t i c a l  in f luence  and development dependency which 
a f fe c t  i t s  external p o l ic ie s .
Development p ro jec ts  is  also s ig n i f ic a n t  in  determining the scale o f  
governmental a t t i tu d e s  and in v o lv e m e n t . ^
2.2 GOVERNMENT IMPOSED IMPEDIMENTS
2.2.1 Controls and r e s t r ic t io n s
A v a r ie ty  o f  s o c ia l ,  economic and physical fac to rs  a f fe c t  
in te rn a t io n a l  tourism . Inconveniences a r is in g  from d iffe rences  in 
language, cu l tu re  and customs may act as deterren ts  to  some 
to u r is t s  and as a t t ra c t io n s  to  o thers . Other fac to rs  th a t  deter 
tourism  to  p a r t ic u la r  des t in a t ions  inc lude poor t ra n s p o r ta t io n  and 
communications, i n f e r io r  hea lth  and s a n i ta t io n ,  unpleasant food, 
overcrowding and inadequate accommodation and f a c i l i t i e s .  The 
impediments to  tourism  can be grouped under those which a f fe c t  
in d iv id u a l t o u r is t s  and those th a t  a f fe c t  businesses dealing w ith  
to u r is m .^5)
An ad hoc working party  on obstacles to  in te rn a t io n a l tourism fo r  
the OECD Committee on Tourism id e n t i f ie d  40 s p e c i f ic  obstacles 
which a f fe c t  tourism  to  some degree. (Appendix A 2 .2 .1 ) .
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2. 5 HOTELS : STANDARDS, INTERNATIONAL CLASSIFICATIONS
2.5.1 The importance o f ho te ls
The hotel indus try  is  a serv ice in d u s try  w ith  i t s  own func t ions ;  
e s s e n t ia l ly  to  provide accommodation, food and d r ink  fo r  t ra v e l le rs  
and temporary res ide n ts ,  and usua lly  also meals and refreshments and 
sometimes other f a c i l i t i e s  f o r  o ther users.
Hotels f a c i l i t a t e  tour ism , a t t r a c t in g  v is i t o r s  who br ing  t h e i r  o ften 
high spending power and who also tend to  spend a t a h igher ra te  than 
they do when they are at home. Through v i s i t o r  spending hote ls  thus 
con tr ibu te  s ig n i f i c a n t l y  to  loca l economies both d i r e c t l y  and 
in d i r e c t ly  through the subsequent d i f fu s io n  o f the v i s i t o r  expenditure 
to  o ther re c ip ie n ts  in  the community.
In ca te r ing  fo r  fo re ign  v i s i t o r s ,  ho te ls  are important fo re ign  
currency earners and, in t h is  way may con tr ibu te  to  the na tiona l 
balance o f  payments, p a r t i c u la r ly  in  coun tr ies w ith  otherwise l im i te d  
export p o s s ib i l i t ie s .
Hotels play an important ro le  in  most countr ies in  p rov id ing  f a c i l i t i e s  
f o r  the transac tion  o f  business, f o r  meeting and conferences and fo r  
recrea tion  and enterta inm ent. In t h is  sense hote ls  are as essen tia l 
to  soc ie t ies  as are adequate t ra n s p o r t ,  communication and r e t a i l  
d is t r ib u t io n  systems fo r  various goods and serv ices. Through t h e i r  
f a c i l i t i e s  hote ls co n tr ib u te  to  the to ta l  output goods and serv ices , 
which makes up the m ate ria l w e ll-be ing  o f  nations and communities.(6)
R e flec t ing  the c h a ra c te r is t ic s  o f  a serv ice  in d u s try ,  ho te ls  are 
important employers o f  labour. Numerous jobs are provided crea ting  
opp o rtun it ie s  fo r  t r a in in g  and the a c q u is i t io n  o f  s k i l l s  in  many 
areas and occupations : which make up the hotel in d u s tr ie s  in most 
coun tr ies . Many others in  the in d u s try  are self-employed w ith  scope 
fo r  en te rp r ise  and investment as p ro p r ie to rs  o f  smaller ho te ls .  The 
ro le  o f  hote ls as employers is  p a r t i c u la r ly  important in  areas w ith  
few a l te rn a t iv e  sources o f  employment and where they can make a 
s ig n i f ic a n t  c o n tr ib u t io n  to  reg iona l development.
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Hotels are also important o u t le ts  fo r  the products o f  o ther 
in d u s tr ie s .  In the b u i ld in g  and modernisation o f  hote ls  business is  
provided fo r  the construc tion  in dus try  as a whole and fo r  many re la ted  
trades inc lud ing  the equipment, f u rn i tu re  and fu rn ish ings  supplied 
to  hote ls by a wide range o f  manufacturers. Food, d r ink  and other 
consumables are among the most s ig n i f ic a n t  d a i ly  hotel purchases 
often b e n e f i t t in g  loca l farmers, fishermen and supp lie rs .
Hence, the demand fo r  hotel serv ice w i l l  not only generate jobs in  the 
hotel indus try  i t s e l f  ( d i r e c t  employment) but also in the supplying 
in d u s tr ie s  ( in d i r e c t  employment) and in in dus tr ie s  rece iv ing  
expenditure from incomes created as a re s u l t  o f  hotel demand 
(induced employment).
The economic advantages o f  the hotel in dus try  are p a r t i c u la r ly  worth 
considering in th a t  every u n i t  o f  demand fo r  hotel services generates 
w ith in  the indus try  a high percentage o f  value added by the large 
inpu t o f  labour.
2 .3 .2  D e f in i t io n s  o f  'h o te l '
In most countr ies "h o te l"  is  defined as a pub lic  establishment o f fe r in g  
t r a v e l le r s ,  against payment, two basic services : accommodation and 
ca te r ing .  The precise d e f in i t io n  o f  what c ons t i tu tes  a hotel and 
cond it ions fo r  hotel r e g is t r a t io n  and grading are governed by 
le g is la t io n  in some 50 c o u n tr ie s ,  in c lud ing  almost a l l  the major 
t o u r i s t  d e s t in a t io n s . (?)
In the United Kingdom a hotel is  defined by S .1(3) o f  the Hotel 
P rop r ie to rs  Act 1956 as "an establishment held out by the p ro p r ie to r  
as o f fe r in g  food, d r ink  and i f  so requ ired , sleeping accommodation, 
w ithou t special co n tra c t ,  to  any t r a v e l le r  presenting h im se lf  who 
appears able and w i l l i n g  to  pay a reasonable sum fo r  the serv ice and 
f a c i l i t i e s  provided and who is  in  a f i t  s ta te  to  be re ce ive d " . (s)
D e f in i t io n s  o f  hote ls do not f u l l y  convey the m u lt i fa r iou s  
ro les  which these estab lishm ents, undertake, nor do they attempt to  
exp la in  the nature o f  h o te l .
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An hotel is  a business w ith  i t s  own products and markets, 
technology and methods, which does not lend i t s e l f  to  easy ana lys is .
I t  combines production and sale under one roo f.  I t  is  in close and 
in t im a te  contact w ith  i t s  customers who consume hotel products at the 
po in t  o f  sale. I t  has a high c a p i ta l  to  sales r a t i o ,  ye t  i t  tends to  
be labour in ten s ive .  Therefore , in  many respects a meaningful 
treatment o f  hotel a c t i v i t y  c a l ls  f o r  recogn it ion  and explanation o f 
those and other r e a l i t i e s ,  ra th e r  than an adaptation o f general 
theories  o f  hotel business.
2 . 5.3 C la s s i f ic a t io n  and grading
O f f ic ia l  re g is t ra t io n  and grading requirements provide valuable
gu ide lines in  planning ho te ls  and o ther re la ted  types o f  accommodation 
and in  in d ic a t in g  the standards o f  space and f a c i l i t i e s  needed to 
s a t is f y  p a r t ic u la r  marketing c r i t e r i a .
Conditions fo r  grants subsidies and loan f inance, and agreements fo r  
subsequent management, may be l in ked  to  these standards.
A broad d is t in c t io n  is  shown between h o te ls ,  motels and s im i la r  
establishment whose primary func t ion  is  to  provide lodgings and those 
supplementary means o f  accommodation which serve o ther important 
purposes (s o c ia l ,  rec re a t iona l or para-medica l).
National systems o f  c la s s i f i c a t io n ,  however, vary both in  the range o f  
categories and method o f  des ignation whether by l e t t e r s ,  f ig u re s ,  
s ta rs  or symbols and in  some coun tr ies  only apply to  t o u r i s t  ho te ls .
For comparison, reference may be made to the d ra f t  o u t l in e  o f
recommended standards f o r  t o u r i s t  ho te ls  prepared by the World Tourism
Organization - under i t s  previous t i t l e  as the In te rn a t io n a l Union o f  
O f f i c ia l  T ou r is t  O rgan iza tions . ( 9 )
Circumstances o f  hotel opera tion also vary, f o r  instance, reso r t  hote ls 
are o ften  owned or operated under exc lus ive  con trac t to  one o r more 
tou r  operator and may r e s t r i c t  ca te r ing  to  res idents  and renrain open 
on ly  during the ho liday  season. Hotels may also include many d i f f e r e n t  
types o f  bedroom accommodation such as adaptable rooms, s u i te s ,  
s e l f - c a te r in g  un its  and supplementary apartments using the hotel services
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In p u t t in g  forward a case fo r  a standardized hotel c la s s i f ic a t io n  
scheme the World Tourism Organization points out th a t  th is  would 
a s s is t  the f low o f  in te rn a t io n a l tourism in th a t  to u r  operators, 
t ra ve l agents and to u r is t s  would know what standards to  expect in 
hote ls around the world and i t  would also lead to  g reater u n ifo rm ity  
in tourism s t a t i s t i c s  and le g is la t io n .
There are however great hurdles to  be overcome, the very d iv e rs i t y  o f  
ho te ls  around the world makes i t  d i f f i c u l t  f o r  countr ies to  agree on 
common ob jec t ive  c r i t e r i a ,  fo r  example many hote ls in  Europe do not 
have p r iv a te  bathrooms in  every bedroom, while in A fr ic a  and the 
Caribbean th is  is  the norm. The d iverse t ra d i t io n s  and the 
d if fe rences  in  c l im a te , geography and le g is la t io n ,  and c h a u v in is t ic  
a t t i tu d e s  o f  nations and serious impediments to a uniform system o f  
hotel c la s s i f ic a t io n .  Many countr ies may also f in d  the cost o f 
updating or improving hotel f a c i l i t i e s  and operating a good hotel 
inspectora te  p ro h ib i t iv e .
Furthermore, "v a r ia t io n s  in  standards o f  hotel management and service 
may r e f l e c t  d i f f e r in g  na tiona l hab its  and ta s te s ,  wage le v e ls ,  custom 
t a r i f f s  on imported goods, the a v a i l a b i l i t y  o f  experienced loca l or 
e xp a tr ia te  s t a f f  and fresh o r imported food supp lies . A l l  or any o f  
these fa c to rs  govern what a hotel may p r o f i t a b ly  p ro v id e " . ( lo )
D i f fe re n t  meanings are attached to  the term inology o f  c la s s i f ic a t io n  
and grading around the world . Some countr ies employ these terms in  an 
in ter-changeable sense to re fe r  to  both ob jec t ive  ( v e r i f i a b le )  and 
sub jec t ive  c r i t e r i a  assessments. Others, in c lud ing  the World Tourism 
Organization use the term c la s s i f ic a t io n  to  re fe r  to  ob je c t iv e  c r i t e r i a  
such as the presence o f  c e r ta in  in s ta l la t io n s  and serv ices.
Over seventy coun tr ies operate o f f i c i a l  hotel c la s s i f ic a t io n  and 
grading schemes. Most are compulsory and are operated e i th e r  by 
t o u r i s t  boards or the M in is t r y  o f  Tourism, In several o ther coun tr ies  
c la s s i f ic a t io n  schemes are also operated by hotel assoc ia t ions , 
motoring organ izations and o ther p r iv a te  o rgan iza t ions , these being 
la rg e ly  vo lun ta ry .
In the main hote ls are required to  provide car parking/garage f a c i l i t i e s  
f o r  guests commensurate w ith  the capacity  and lo ca t io n  o f  the hotel
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although some schemes l im i te  the requirement to  the top three 
classes o f hotel (3 s ta rs  to  5 s ta rs )  and in  some cases stress is  
placed on the necessity  f o r  s e c u r i ty  measures.
Most systems o f c la s s i f ic a t io n  requ ire  hote ls to  provide the 
fo l lo w in g  f a c i l i t i e s  to  an appropria te  q u a l i ty  standard:
( i ) Main and secondary entrances
( i i ) Reception area
( i l l ) Lounge
( iv ) Dining area
(V) Kitchen and serv ice areas
( v i ) Cloakrooms
( v i i ) Bathrooms
( v i i i ) Storage rooms
( ix )  C irc u la t io n  areas (c o r r id o rs  and sta irways)
(x) Bedrooms
There is  however profound disagreement over the number o f rooms an
hotel must have to  q u a l i fy  f o r  a c e r ta in  c lass. For the lowest class
fo r  example, the minimum room requirement varies from s ix  to  twelve 
rooms. There is  also disagreement over the percentage o f  rooms w ith  
p r iv a te  bathrooms and t o i l e t s  as hote l must have in order to  q u a l i fy  
f o r  a p a r t ic u la r  c lass . S im i la r ly  there are d if fe rences  over the 
r a t io  o f  rooms to  p ub lic  bathrooms and t o i l e t s  and the number o f  
su ites  h igher class ho te ls  must prov ide.
In reviewing standards i t  is  p e r t in e n t  to  note th a t  hote l keeping is  a 
va r iab le  indus try  th a t  q u ic k ly  r e f le c t s  any changes in the nationa l 
economy. I t  is  a type o f  business in  which techniques, ideas and 
modes o f  operating undergo continua l a l t e r a t i o n a  hotel remains 
s ta t i c  w ithou t reinvestment i t  p rog ress ive ly  de te r io ra tes  in standards 
as i t  becomes outmoded : the famous R itz  in  New York is  a case in
po in t as is  a lso the Shepard Hotel in  Cario.
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2.5,4 Development o f  the accommodation sector
There has been over the la s t  ten years, a subs tan tia l growth in the 
to ta l  capacity o f  accommodation throughout the world due to the ever­
growing development o f  domestic and in te rn a t io n a l tou r ism , supported 
by the ac t ive  p o l ic y  o f  many coun tr ies  aimed at the development o f  
t o u r is t  f a c i l i t i e s .
According to  World Tourism Organiza tion, the to ta l  capacity  o f hotels 
and s im i la r  establishments ( in c lud ing  h o te ls ,  mote ls, boarding houses 
and inns) in 144 coun tr ies  and t e r r i t o r i e s  was 17 m i l l io n  bed-places in 
1979, an increase o f  325,000 bed-places over 1978.
In examining data o f  hote ls  and o ther t o u r i s t  accommodation i t  must be 
noted th a t ,  because s t a t i s t i c s  o f  accommodation have d i f f e r e n t  coverage, 
regional and world estimates should be considered as the best order o f  
magnitude estimates a v a i la b le .  In ce r ta in  countr ies the o f f i c i a l  
accommodation s t a t i s t i c s  on which such estimates are based, cover only 
c la s s i f ie d  o r  reg is te red  hotel establishments. In some cases there 
may be s ig n i f ic a n t  d i f fe rences  between the accommodation capacity  
which is  a va i la b le  ( i r re s p e c t iv e  o f  i t s  standard) and the proport ion  
o f  accommodation capacity  which is  documented in s t a t i s t i c s .
The amount o f  accommodation ava i la b le  and the re la t iv e  importance o f 
d i f f e r e n t  types o f  accommodation depends on several fa c to rs ,  such as 
the nature o f  a coun try 's  tou r ism , the volume o f investments made in 
the accommodation sector and the development o f  t ra n s p o r t .
R e flec t ing  the fa c t  th a t  i t  is  the des t in a t ion  fo r  over 70 percent o f  
in te rn a t io n a l  to u r is t s  as well as having a well es tab lished domestic 
tourism w ith in  i t s  na tiona l boundaries.
Europe has o v e r54 .5  percent o f  the to ta l  world accommodation in 
hote ls  and s im i la r  establishments.
According to  recent WTO estimates the to ta l  capacity  o f  a l l  forms o f  
t o u r i s t  accommodation in  Europe fo r  the year exceeded i . e  over 1977,24 
m i l l io n  places in 1-978,
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The capacity o f  ho te ls  and s im i la r  establishments is  estimated at 
m i l l io n  bed-places f o r  the y e a r lB 7 % i t  increased by 1 * 0  
percent over the preceding year w ith  an a d d i t i o n a l b e d - p l a c e s .
In many European coun tr ie s ,  w i th in  the framework o f the general 
expansion o f  accommodation, the increase in  hotel accommodation has 
been outs tr ipped  by the increase in  supplementary means o f 
accommodation.
This form o f  accommodation has developed along w ith  the increasing 
propensity to t ra v e l by lower income groups and i t s  expansion has been 
stim ula ted by lower investment and maintenance costs compared 
w ith  the hotel in dus try  proper. The capacity  o f supplementary means 
o f  accommodation in Europe is  estimated at over 1 7  m i l l io n  
places.
In comparison the to ta l  capac ity  o f  ho te ls  and s im i la r  establishments 
in the Middle East region is  estimated at on ly^^V '^°  bed-places in
I t  increased by 0 » 2  percent over the proceeding year w ith  an 
add it ion a l l O . S o o  bed-places.
Recent hotel cons truc tion  in the region has been mainly concentrated 
on luxury  class hote ls intended to ca te r  p r im a r i ly  f o r  business 
t r a v e l l e r s .
According to  the World Tourism Organization hotel growth is  expected 
to  peak in  the e a r ly  1980s. As a p a r t ic u la r  fea ture  o f  the Middle 
Eastern tourism i t  is  noted th a t  in any o f the hote ls now under 
cons truc tion  w i l l  be operated by major in te rn a t io n a l chains.
The developments in hotel accommodation in  the Middle East may also be 
compared w ith  the number o f  ho te ls  and s im i la r  establishments in  the 
cen tra l and southern pa r t  o f  the A fr ican  con t in e n t ,  estimated to  to ta l  
jj^So-cY)obed-places in 7 ?  In many A fr ican  coun tr ies a large 
proport ion  o f the newly constructed ho te ls  are genera lly  in  the high 
category class intended f o r  high expenditure tourism and business 
t r a v e l .
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2.5.5  The ro le  o f the pub lic  a u th o r i t ie s  in  developing the 
accommodation sec to r
The supply o f  accommodation is  a v i t a l  component o f  the t o u r i s t  
product. Responding to  the expansion o f  domestic and in te rn a t io n a l 
tourism in recent years there has been a s ig n i f ic a n t  development o f 
the accommodation sector in most coun tr ies  f req uen t ly  w ith  the ac t ive  
support o f  the government adm in is tra t ion  responsible f o r  tourism.
The World Tourism Conference, commenced at Manila in 1980, in 
considering several important issues pe rta in ing  to  the development and 
management o f  t o u r is t  supply, stressed the re s p o n s ib i l i t ie s  o f  both 
pub lic  a u th o r i t ie s  and tourism  organ izations to ensure the prov is ion  
o f  adequate t o u r i s t  f a c i l i t i e s .  I t  reca lled  th a t  improving the 
q u a l i ty  o f  supply is  "an ob je c t iv e  which must be borne in  mind at a l l  
times ; t h is  does not mean th a t  there must be c a re fu l ly  planned, 
keeping in  mind the nature o f  demand, so as to  secure access to tour ism , 
both domestic and in te rn a t io n a l ,  f o r  large segments o f  the popula tion 
w h ile  at the same time m a in ta in ing , i f  not improving the q u a l i t y  o f  
these f a c i l i t i e s . "
Expansion o f  tourism is  not confined to  hotel developments : the 
spread o f  t r a v e l l in g  capacity  to  the e n t i r e  population has brought 
in i t s  wake an expansion o f  supplementary accommodation f a c i l i t i e s  
such as camping and caravan s i t e s ,  apartments, youth ho s te ls ,  
rec rea tion  centres fo r  c h i ld re n ,  e tc . In Europe th is  form o f  budget 
accommodation has become the main p rov ide r o f  lodging. The development 
o f  mass tourism  has brought about a subs tan tia l growth in  the to ta l  
capacity  o f  accommodation f a c i l i t i e s  throughout the world , and 
important changes in  the q u a l i ty  and type o f  accommodation f a c i l i t i e s  
ava i la b le  on the t o u r i s t  market.
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2 .4  FACTORS AFFECTING HOTEL DEVELOPMENT 
2.4-1 Occupancy rates
Unlike goods or items o f  merchandise, accommodation services cannot 
be stored in a n t ic ip a t io n  o f  fu tu re  demand the p r o f i t a b i l i t i y  o f  a 
hotel en te rp r ise  depends to  a s ig n i f ic a n t  extent on a proper level o f  
u t i l i z a t i o n  o f  i t s  capac ity . The need to  cover f ixe d  costs , which 
usua lly  represent subs tan t ia l p roport ion  o f to ta l  operating costs 
obliges the hotel opera tor to  t r y  to  ra ise  occupancy ra tes . The 
problem is  fu r th e r  accentuated by the constant r is e  in hotel b u i ld ing  
costs. This la s t  trend has enlarged the size o f  the f ixe d  
expenditure ( re tu rn  on c a p i ta l ,  am ortiza tion  expenses, insurance costs 
e tc) which the hotel en te rp r ise  most meet regardless o f  the number o f 
customers.
Occupancy c o n s t i tu te s  one o f  the most important fac to rs  determining 
the p r o f i t a b i l i t y  o f  hotel opera tions. The o ther fa c to rs  include 
hotel ra te s ,  which vary not on ly  among h o te ls ,  but also w ith  the 
season, type o f  h o te l ,  q u a l i t y  o f  se rv ice , proport ion  o f  income 
derived from guests s tay ing in  ho te ls  and from other sources, as well 
as a number o f  fa c to rs ,  among which managerial e f f ic ie n c y  plays an 
outstanding ro le .
In sp ite  o f  noteworthy e f fo r t s  by governments to  stagger ho liday 
periods and various measures undertaken by hotel opera tors , the 
seasonal pa tte rn  o f tourism  re s u lts  in  low u t i l i z a t i o n  o f accommodation 
capac ity . The Manila Declaration on World Tourism adopted by the 
World Tourism Conference emphasized the importance o f  ensuring a b e t te r  
u t i l i z a t i o n  o f supply by means o f  the adoption o f s ta tes and 
operators o f fu r th e r  measures designed to  stagger ho l id ays , p ro tec t 
the consumer and promote domestic tourism .
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2 . 4 .2 Trends in  investment : governmental incentives and con tro ls
Any decis ion about the expansion o f  the accommodation sector poses a 
series o f  questions which need to be answered before a na tiona l plan 
fo r  i t s  development can be formulated.
These questions may re la te  to  the ove ra l l ra te o f accommodation
development requ ired to  s a t is f y  the expected growth o f  t ra v e l demands 
the c a p i ta l  expenditure which should be committed to such development 
and the a v a i la b le  sources o f  f inance , as well as the p r o f i t a b i l i t y  
o f  the investment e f f o r t  both from the po in t o f  view o f  the p r iv a te  
inves to r  and the na tiona l economy.
U n t i l  re ce n t ly  many coun tr ies  have considered tourism as a p r i o r i t y  
because o f  i t s  fo re ign  exchange generating capacity . Consequently, 
the f a c i l i t i e s  th a t  have been es tab lished w ith  f in a n c ia l  and f is c a l
incen tives  from the government have been geared to  ca te r  f o r  fo re ign
to u r is t s .  However, in  view the increasing recogn it ion  o f  the need 
fo r  and value o f  domestic tour ism , many countr ies are now a c t iv e ly  
encouraging the establishment o f  f a c i l i t i e s  which are intended to 
ca te r fo r  the needs o f  the loca l popula tion.
This may exp la in  only one o f  the reasons fo r  the increased pub lic  
investment in the development o f  the accommodation secto r.
Governmental a u th o r i t ie s  in  a number o f  countr ies s p e c i f ic a t io n  
support t o u r i s t  accommodation development by p rov id ing  d i re c t  or 
in d i r e c t  in cen t ives .  In some coun tr ies  the involvement o f  pub lic  
a u th o r i t ie s  in  the development o f  the hotel sector has not been 
confined to  the p rov is ion  o f  adequate low-cost f inance but has also 
been extended to  a more d i re c t  p a r t ic ip a t io n  in  the s e t t in g  up o f  
hote l en te rp r ises  owned and managed by s ta te  c o n tro l le d  in s t i t u t io n s .  
The in te n t io n  may be to  provide as p i l o t  schemes which once proved 
to  be successfu l,  may be sold to  p r iv a te  en te rp r ises .
In o ther cases the pub lic  a u th o r i ty  may maintain a continu ing  
in te re s t  in the hote l investment o r  even a c o n t ro l l in g  in f luence  over 
the hote l management through i t s  ownership o f  the property . W hils t 
the management i t s e l f  may be le t  under con trac t to a p r iv a te
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ente rp r ise  operating company, in  some c e n t ra l ly  planned economies, 
the government may be d i r e c t l y  invo lved in hotel management. Usually 
t h is  is  f a c i l i t a t e d  through a State appointed agency or Department 
w ith  vested powers o f  a d m in is tra t io n .
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CHAPTER 3
EGYPT AS A TOURIST DESTINATION
3.1 INTERNATIONAL TOURISM
3.1.1 World tourism  trends
Since the number o f v i s i t o r s  to  Egypt is  part o f  the in te rn a t io n a l  
tourism movement, trends in  in te rn a t io n a l  a r r iv a ls  u n t i l  the end o f  
the decade are examined, together w ith  world supply prospects.
In te rna t iona l tourism a r r iv a ls  f^ r^c a s ts  are those estimated by the 
World Tourism Organisation (WTO). The fo recasts  reveal a ra the r 
slow growth o f  in te rn a t io n a l  demand u n t i l  the middle o f  the decade, 
fo llowed by a r e la t i v e ly  fa s t  growth in  the second h a l f .
According to  the WTO, in te rn a t io n a l  t o u r i s t  a r r iv a ls  in  1990 would 
range between a minimum o f  450 m i l l io n  to u r is t s  to  a maximum o f  
470 m i l l io n .  The r e la t iv e  share o f  d i f f e r e n t  regions in  the world 
market and i t s  expected development over the period 1980-1990 is  
given in  Table 1. (ove r lea f)
Although the share o f  Europe and Americas together is  expected to  f a l l  
s l i g h t l y  by 1990, these two regions s t i l l  dominate the market w ith  
almost 90% o f  to ta l  a r r i v a ls .  The share o f  the Middle East although 
very low, is  expected to  f a l l  from 1.0% to  0.9%. This is  due to  the 
le v e l l in g  o f f  o f  growth which on average f a l l s  below 4%, compared 
w ith  an average growth o f  5.8% over the period 1974-1980.
I t  is  worth no ting  however th a t  in te rn a t io n a l  t o u r i s t  fo recasts  u n t i l  
1985 are more p ess im is t ic  than the forecasts  fo r  the second h a l f  o f  
the decade. An average annual growth ra te  o f  4.5% is  expected from 
1980 to  1985, which is  lower than the average o f  growth fo r  the whole 
decade (5.4%).
With respect to  the purpose o f  v i s i t  fo r  the horizon year (1990) the 
W.T.O. fo recasts  expect th a t  t r a v e l l i n g  fo r  le isu re  w i l l  continue to
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be the most important purpose o f  v i s i t .  Business v i s i t s  come second 
In the case o f  the Middle East Business v is i t o r s  are expected to 
represent 25% o f  a l l  a r r i v a l s ,  which is  the highest percentage among 
world reg ions.
3 .1 .2  Tourism in Egypt : In te rn a t io n a l comparisons
The development in  Egypt's share in  world tourism market over the 
period 1974 to  1981 is  given in  Table 2 .
TABLE 2
Egypt's share in  World Tourism Market
1974 1975 1976 1977 1978 1979 1980 1981
In te rn a t io n a l
a r r iv a ls
(m i l l io n s )
197.8 215.1 221.6 239.9 258.1 270.4 278.6 290.5
A r r iv a ls  in  
Egypt
(thousands)
676 792 984 1004 1051 1064 1253 1376
Egypt's share 0.34 0.37 0.44 0.42 0.41 0.39 0.45 0.47
Source: World Tourism O rgan isa tion , Tourism Forecast, W.T.O.,
Madrid, 1982.
The dec line  in Egypt's share from 1977 to  1979 was g re a t ly  in fluenced
by the drop in  the number o f Arab v is i t o r s  which took place over t h is
period. A f te r  1979, Arab a r r iv a ls  gained t h e i r  pre-1977 po s i t io n
causing a r is e  in  Egypt's shares.
When compared w ith  com petit ive  markets, Egypt's p o s i t io n  in the world 
tour ism  market seems to  be ra th e r  weak. For ins tance, in  1980 
Tun is ia  share was 0.60%, Morocco 0.54% and Greece 1.9%.
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3.1.3  Tourism supply : world prospects
According to  the W.T.O. fo recas ts  pronounced changes are expected in 
the supply f i e l d  o f  tourism . The f i r s t  o f  these a n t ic ip a te d  changes 
is  th a t  con tro l o f  the market w i l l  in c rea s ing ly  be t ra n s fe r re d  from 
the tou r  operators to  the consumers ( to u r is ts )  themselves. The market
is  more l i k e l y  the re fo re  to  be more com petit ive and less regulated
which should ben e f i t  the t o u r is t s .  Growth sectors are l i k e l y  to  be 
a c t i v i t y  and special in te re s t  as witnessed by the crea tion  o f  the 
m u lt i des t ina t ion  t ra v e l package. However, the volume w i l l  s t i l l  be 
small in  r e la t io n  to  the ove ra l l  ho l iday t o t a l .
In respect o f  t o u r i s t  f a c i l i t i e s ,  there is  expected to  be a f a l l  in 
the demand fo r  conventional ho te ls ,  Non-conventional accommodation 
such as ho liday v i l la g e s  and re s id e n t ia l  hote ls are expected to  
assume greater prominence in  fu tu re  tourism  developments.
3.2 RESOURCES FOR TOURISM IN EGYPT
3.2.1 Egypt as a c u l t u r a l ,  r e l ig io u s  and p o l i t i c a l  centre
Egypt occupies an almost unique place in  the world as a region where, 
in  a l l  p r o b a b i l i t y ,  the e a r l ie s t  developments o f  c i v i l i z a t i o n  and 
organised government took place. Though many archaeo log is ts  would 
not wholly  subscribe to  the view o f  Egypt as a c tu a l ly  the f i r s t  
c i v i l i z e d  coun try , there can be no doubt th a t  from very e a r ly  times 
the lower N i le  Va lley  has been prominent as possessing s tro n g ly  
marked u n i ty  w ith  a h ig h ly  spec ia l ized  and c h a ra c te r is t ic  way o f  l i f e .
Egypt has fo r  centuries o f fe red  a d iv e r s i t y  o f  t o u r i s t  in te re s ts  and 
the present-day v i s i t o r  may not on ly experience a h is to r ic a l  panorama 
o f u n r iv a l le d  grandeur and c u l tu ra l  r ichness, but also the s igh ts  and 
a c t i v i t i e s  which modern Egypt has to  o f fe r .
Egypt has fo r  centuries been an important c u l t u r a l ,  r e l ig io u s  and 
p o l i t i c a l  centre o f  the Arab World. Touris ts  from Arab coun tr ies  
form the la rg e s t  s ing le  group, accounting f o r 4? .p e rc e n t  o f  the to ta l  
in  19 81 but much o f  the recent r is e  is  due to  a more than 50% increase
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in  the number o f v i s i t o r s  from the re s t  o f the w orld , Europe and 
America in  p a r t ic u la r .  The o ldes t and most important h is to r ic a l  and 
c u l tu ra l  a t t ra c t io n s  are the temples and tombs o f  the Phareonic 
dynasties which are spread along the length o f  the N ile  Va lley.
Among the most important o f  these monuments and temples are the 
Giza Pyramids, the Sphinx and the Saqqara Pyramid and tombs in  lower 
Egypt ( ) and the great temples o f  Luxor, Edfu, Philae
and Abu Simbel and the Necropolis a t Luxor in  Upper Egypt.
3 .2 .2  Egypt's t o u r is t  assets : na tura l a t t ra c t io n s
The assets which Egypt i s  able to  o f f e r  as a t o u r i s t  d e s t in a t io n ,  can 
be grouped in to  two main categories . The r ic h  v a r ie ty  o f  natura l 
a t t ra c t io n s  and unique man-made fea tu res . Amongst the former is  
the b e n e f i t  o f  a m ild  c lim ate a l l  year round which reduces seasona lity  
in  tourism demand. The main fea tu re  o f  Egyptian c lim ate is  the almost 
uniform a r id i t y .  In many d i s t r i c t s  ra in  may f a l l  in  q u a n t i ty  only 
once in  two o r  three years, and i t  is  opposite to re c a l l  th a t  
throughout most o f  Egypt, and even in  Cairo i t s e l f ,  the m a jo r i ty  o f  
the people l i v e  in  houses o f  unbaked, sundried b r ic k .  Winters are 
genera lly  warm, w ith  very occasional r a in ;  but cold s pe l ls  occur 
from time to  t ime. Owing to  the la rge exten t o f  dese rt ,  hot dry sand- 
winds (c a l le d  Khamsin) are f a i r l y  frequent p a r t i c u la r ly  in  Spring.
There is  sunshine in  Egypt throughout the year, but there are no ticeab le  
temperature d if fe rences  between seasons, between n ig h t  and day and 
between various parts o f  the country. Ju ly  is  the h o t te s t  month in  
Cairo averaging 33o centigrade and January the co ldest w ith  an 
average temperature o f  18° centig rade.
The Mediterranean coas t l ine  o f  Egypt has long been an a t t r a c t io n  fo r  
domestic t o u r is t s .  A lexandria has t r a d i t i o n a l l y  catered fo r  the 
Summer vacations o f  fa m i l ie s  from Cairo and o ther parts o f  Egypt but 
is  also a popular des t in a t io n  fo r  o ther Arab t o u r is t s .  The Tourism 
Master Plan fo r  the development o f  the North A fr ican  Coast envisages 
the crea tion  o f  a series o f  new seaside reso r ts  between Alexandria 
and El Alamain designed p a r t ly  f o r  domestic tourism  and rec rea tiona l 
needs but also fo r  fo re ign  investment and expansion o f  the wider 
in te rn a t io n a l  t o u r i s t  in te re s t .  Much o f  th is  co a s t l in e  is  u n s p o i l t
48
and unpolluted w ith  f in e  sandy beaches s tre tch ing  to the horizon.
Of more recent in te re s t  are the coastal areas o f the Red Sea and 
G ulf o f  Aquaba which o f fe r  a l l  the advantages o f  a good climate 
combined w ith  a c le a r  sea, ideal f o r  d iv ing  and underwater photography. 
In developing new reso rts  in  Sharm el Sheikh, Dahab, Nuweiba and 
Magawish Hurghada, the Egyptian Government has placed great emphasis 
on the o pp o r tun it ie s  fo r  sport and re laxa t ion  combined w ith  the 
exceptional marine environment which th is  coas t l ine  is  able to 
o f fe r .
As the main c u l t iv a te d  area o f  Egypt w ith  i t s  r ic h  v a r ie ty  o f  
landscapes, vernacular bu i ld in gs  and methods o f  forming the N ile  Va lley 
is  also a valuable t o u r i s t  a t t r a c t io n ,  p a r t ic u la r ly  in  viewing 
t r a d i t io n a l  l i f e s t y le s  which have been r e la t iv e ly  unaffected by time 
and progress.
The rap id  expansion o f  c ru ise  t r a f f i c  along the N ile  is  a re f le c t io n  
o f  the increas ing a t t r a c t io n  o f  a tourism  experience which is  able 
to  encompass many in te re s ts  in  c u l tu re ,  people, environment and 
h is to ry .  Government investment in  t h is  tourism includes the recent 
purchase o f  two new c ru ise rs  -  the la rg e s t  now on the N ile  - operated 
by the Sheraton Hotel Company, and extensive cons truc tion  o f 
and s e rv ic in g  f a c i l i t i e s  a t the various stopping po in ts .
3 .2 .3  C u ltu ra l tourism
The Pharanic, Grecio-Roman, Coptic and Is lam ic cu ltu res  are a l l  well 
represented in  the r ic h  heritage o f  h is to r ic a l  monuments and a r t i f a c t s  
which Egypt is  e x c lu s iv e ly  able to  o f fe r  as a t o u r i s t  a t t r a c t io n .  
Equally im portan t, the h is to r ic a l  s ite s  are well known and r e la t iv e ly  
well preserved. Much o f  the curren t and recent in te rn a t io n a l  aid has 
been d irec ted  towards salvage and recovery work in  help ing to  restore  
the ancient monuments o f  Egypt and the p u b l ic i t y  t h is  has a t tra c te d  
has in d i r e c t l y  helped to  promote tourism .
This awareness o f  the h is to ry  o f  Egypt has in tu rn  led to  te le v is io n  
and media coverage worldwide. Serious study o f  Egyptology and
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various c u l tu ra l  developments trac ing  back the o r ig in s  o f 
c i v i l i s a t i o n  is  a well estab lished d is c ip l in e  in many u n iv e rs i t ie s .
As a tourism product, the pyramids, temples, tombs, mausoleums, 
monasteries, mosques, churches and o ther a n t iq u i t ie s  are unique. They 
are well documented and fea tu re  prom inently in v i r t u a l l y  a l l  the t rave l 
agency and tourism packaging brochures. The main focuses fo r  
le is u re  v is i to r s  from the Western World are c u l tu ra l  tours and th is  is  
g re a t ly  assisted by Government through in form ation p u b lica t ion  o f 
brochures, t r a in in g  o f  guides, p rov is ion  o f  museums, sound and l i g h t  
presentations and general p u b l ic i t y  in c lud ing  overseas promotion.
The Government is  also responsib le f o r  excavation, re s to ra t io n  and 
p ro te c t iv e  work fo r  the main s i te s  o f  a n t iq u i t ie s  and the present 
Development Plan proposes subs tan t ia l a l lo c a t io n  o f  funds fo r  improving 
access, t o u r is t  f a c i l i t i e s  and the q u a l i ty  o f  the surrounding 
environments.
Relig ious tourism
W hils t the ancient h is to ry  o f  Egypt is  we ll known there is  a growing 
in te re s t  in  the o r ig in s  and e a r ly  development o f  modern re l ig io n s  
many o f  which are evident in the archeology and h is to r ic a l  s i te s  o f  
Egypt. Bu ild ings and a r t i f a c t s  dating from the Roman and ea r ly  
C h r is t ian  periods are located mostly in  Alexandria. More recent 
h is to ry  t ra c in g  the growth o f  Is lam ic and Coptic cu ltu res  includes 
many o f  the o r ig in a l  mosques and churches. Thus, re l ig io u s  tourism is  
important in  Egypt and has been given special a t te n t io n  by the 
Government in  prov id ing  the necessary f a c i l i t i e s  and in fo rm ation  to 
a t t r a c t  t o u r is t s  wishing to  v i s i t  the re l ig io u s  s i te s  o f  t h e i r  
respective  creeds. With the re s to ra t io n  o f  S in a i ,  programmes o f 
re l ig io u s  tourism have been amended so as to  include the numerous 
re l ig io u s  places and r e l i c s  in  the Peninsula, such as the road used by 
the Sacred Family o f  Jesus C h r is t ,  the mountains o f  E l-Tor and 
St. Katherine Monastery. Now th a t  Egypt has recovered the Sinai th is  
a lready r ic h  re p o s i to ry  has been fu r th e r  expanded w ith  the 
exp lo ra t ion  o f  s i te s  o f  major r e l ig io u s  in te re s t  f o r  fo l low e rs  o f  Islam, 
C h r is t ia n i ty  and Judaism. In f a c t ,  these re l ig io u s  to u r is t s  are 
fo l lo w in g  a t r a d i t io n  a t le as t  1,700 years o ld ,  fo r  there are records 
from the fou r th  century onwards descr ib ing  s ightseeing v i s i t s  and
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pilgrimages to  the land where the Ten Commandments were given to 
Moses and where la te r  Jesus is  said to  have walked.
3 .2 .4  Other tourism products
In an attempt to  d iv e r s i f y  t o u r i s t  in te re s t  and provide a wider 
v a r ie ty  o f  a t t ra c t io n s  f o r  o ther markets o r ,  combined w ith  c u l tu ra l  
to u rs ,  to  provide a package which extends the average length o f  s tay , 
the Egyptian Government is  a c t iv e ly  encouraging investment in  spo r t ,  
recrea tion  and adventure tours .
Sports and recrea tion  fea tu re  prom inently  in  the new reso r ts  being 
developed along the Red Sea Coast and G ulf o f  Aquaba. In add it ion  to  
exce l le n t  sea, d iv in g ,  f is h in g ,  s a i l in g  and swimming these resorts  
provide o pp o r tun it ie s  f o r  shooting, equestrian events, tenn is  and 
o ther land based sports .
Health tourism is  also being fos te red  w ith  spa f a c i l i t i e s  a t Aswan 
and elsewhere p rov id ing  treatment f o r  a range o f  chronic cond it ions .
The Egyptian Government's a t t i tu d e  towards young to u r is t s  has been 
both encouraging, through the p rov is ion  o f  youth ho s te ls ,  camp s ite s  
and enterta inment cen tres , but also regu la to ry  through the issue o f  
visas and the requirement f o r  exchange o f  a la rge amount o f  fo re ign  
currency in to  Egyptian Pounds on en try  to  the country.
W h ils t v i r t u a l l y  a l l  in te rn a t io n a l  t o u r is t s  en ter Egypt through the 
main a i r p o r t  a t Cairo and the reg iona l a i rp o r ts  a t  Aswan, Luxor and 
A lexandria , the Government is  a lso a c t iv e ly  tak ing  steps to  increase 
the tra n sp o r t  o f  motor veh ic les by fe r r y  boats in  the Red and 
Mediterranean seas. So f a r ,  s ix  f e r r y  boats l i n k  the Arab region and 
Asia w ith  Egypt from the East and South and Central Europe from the 
North.
The hunting o f  animals and shooting o f  w i ld  b irds  and ducks has been 
t r a d i t io n a l  in  Egypt since the o ldes t c i v i l i s a t io n s  as represented by 
the carving on the w a lls  o f  Phareonic temples. The Egyptian 
Government is  now developing in te re s t  in desert s a fa r is  p a r t ic u la r ly  
in  the Western desert, Sinai and the Red Sea, where hunting deer and 
w i ld  ra b b its  is  pe rm it ted , along w ith  the shooting o f  ducks in  some
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parts o f  Egypt.
Aqua sa fa r i is  equa lly  an important a c t i v i t y  in  the Red Sea where 
coral reefs provide a wide range o f  exo t ic  and game f is h  fo r  
photography and sport.
Desert s a fa r is  are also being organised as an in te re s t in g  and 
challenging d ive rs ion  w ith  camping a t Oases prov id ing  a new dimension 
to  the t o u r is t  experience.
In summary, i t  can be said th a t  the Egyptian Government through the 
M in is try  o f  Tourism and other agencies is  tak ing  p o s i t iv e  steps to  
provide a wide range o f  in te re s ts  which w i l l  extend and enhance the 
pos it ion  o f Egypt as a leading t o u r i s t  d e s t in a t io n .
3.2 .5  Tourism and economic background in  Egypt
Egyptian economy con tro l f a l l s  mainly in  two sec to rs ,  the f i r s t  is  the 
pub lic  sector which leads progress in  a l l  domains and bears the main 
r e s p o n s ib i l i t y  o f  the development plan. The second is  the p r iva te  
sector which p a r t ic ip a te  in  the development w i th in  the framework o f  
the ove ra l l  plan provided. Egyptian economic p o l ic ie s  ensure the 
manipulation o f  the na tiona l resources in  such a way as to  increase 
production and hence ensure a r is e  in  the na tiona l income and f u l l  
employment besides a constant increase in  savings fo r  new investment. 
There are many d i f f e r e n t  economic sectors w ith in  Egypt, however f o r  
p ra c t ic a l purposes i t  is  most p e r t in e n t  to  focus on the most important 
sectors such as a g r ic u l tu re ,  o i l  and gas, in d u s try  and fo re ign  trade 
and currency payments. These are summarized in  Appendix A.3 .2 .5 .
Although Egypt's economy increased by 9 percent between 1978 and 1979 
compared w ith  an 8 percent growth in 1977 to 1978 - which is  r e la t i v e ly  
high ra te  o f  growth by in te rn a t io n a l  standards - the economy continues 
to  s u f fe r  from many underly ing weaknesses and r e f le c ts  the c la ss ica l 
problems experienced by many o f  the w o r ld 's  less developed coun tr ies . 
The large and ra p id ly  growing popula tion is  increasing at a ^ajke in 
excess o f  th a t  which the finances o f  the country can support.
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Unemployment and in f l a t i o n  are both a t high le ve ls .  However, 
despite these discouraging s igns, Egypt is  b e t te r  placed than many, 
having numerous natura l resources, a well-developed educational and 
adm in is tra t ive  system, and many o f  the w o r ld 's  f in e s t  monuments 
prov id ing the basis fo r  a strong t o u r i s t  trade. In a d d it io n ,  Egypt's 
fo re ign  exchange earning capacity  has also increased, p r in c ip a l ly  
from o i l  exports , worker's  rem ittances, dues from the Suez Canal and 
income from tourism , a l l  o f  which are very important p o s i t iv e  elements 
in  the balance o f  payments. Government p o l ic y  is  now to give tourism 
top p r i o r i t y  in Egypt's ove ra l l  development.
Tourism is  now well estab lished as an important fo rce  in  Egyptian 
economic l i f e .  Tourism earning c u r re n t ly  represent about 15% o f  the 
trade d e f i c i t  and c o n s t i tu te  a very important element in  ad jus t ing  the 
balance o f  payments.
Representing Government p o l ic y  the t o u r i s t  a u th o r i ty  has planned and 
is  now implementing a number o f  measures designed to  extend and 
re in fo rce  the tourism sec to r,  namely:
3 .2 .6  Improving tourism products
•  The encouragement o f  Arab and fo re ign  investment in  t o u r i s t  
p ro jec ts  by promulgating law no. 43 o f  1974. This law provides the 
in ves to r  who wishes to  es ta b l is h  a p ro je c t  in  the country w ith  
important incentives in  several forms. Furthermore, o ther acts o f  
le g is la t io n  have been promulgated to  fo s te r  tourism developments, 
p a r t ic u la r ly  law no. 1 o f  1973 which concerns the t o u r i s t  and 
hotel establishments, and law no. 2 o f  the same year which en trus ts  
to  the M in is try  o f  Tourism the superv is ion and e x p lo i ta t io n  o f  
t o u r i s t  areas.
•  Raising the standards and q u a l i f i c a t io n s  o f  workers in  the t o u r i s t  
in dus try  through the establishment o f  spec ia l ised  co lleges and 
in s t i t u te s  as well as by sponsoring t ra in in g  courses in  tourism 
and hotel management.
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Raising the standard o f  t o u r is t  services inc lud ing  those 
re la ted  to v isa s ,  customs, health and currency regu la t ions  e tc .
Advancing people 's awareness o f  the values o f  tourism  through the 
establishment o f  the Association o f  Tou r is t  Friends which is  
already achieving good re s u l ts .
Expansion o f  t o u r i s t  promotion through o f f i c i a l  agreements, the 
encouragement o f  c u l tu ra l  events, sports and f e s t i v a ls ,  holding 
to u r is ts  weeks abroad as well as tak ing advantage o f  the pub lic  
re la t io n s  opp o rtun it ie s  provided by in te rn a t io n a l events and 
ce leb ra t ions .
Provid ing improved s e cu r ity  measures through the employment o f  
T o u r is t  Police,whose assigned task is  to aid and p ro te c t  to u r is t s  
throughout the country.
3 .2 .7  Tourism development plans
The M in is t ry  o f  Tourism has prepared an ambitious 5 year plan fo r  the 
development o f  tourism  which aims to a t t r a c t  the h ighest possib le 
percentage o f  the in te rn a t io n a l t o u r i s t  movement.
To meet these ta rge ts  the M in is try  w i l l  a s s is t  the e x is t in g  t o u r is t  
in dus try  and encourage new f ie ld s  o f  tourism which have not ye t been 
e x p lo i te d ,  so as to  ensure the maximum to u r is t  revenue th a t  w i l l  help 
the balance o f  payments. O ve ra l l ,  the investments pro jected  by the 
curren t 1982/83-1986-87 plan are expected to  increase the number o f  
to u r is t s  from the 1.4 m i l l io n  v is i t o r s  in 1982 to between 2 and 2.4 
m i l l io n s  by the end o f  the plan period in  1987. Also o f  considerable 
economic importance are the employment prospects generated by the 
p lan , which is  expected to  create 150,000 new job o p p o r tu n it ie s .  
Moreover, the plan aims a t fu r th e r  encouraging in te rn a t io n a l  tourism 
and is  e s p e c ia l ly  d irec ted  towards developing areas o f  tourism  which 
so fa r  have been l i t t l e  e xp lo ited .  By the end o f  the pe r iod , t o u r is t  
n igh ts  are pro jected to  reach 17.5 m i l l io n s  and revenues are 
expected to  more than double to  US$ 2.5 b i l l i o n s .  Towards th is  end, 
I .E .  378 m i l l io n s  has been a l loca ted  fo r  pub lic  sector spending on 
t o u r i s t  development, wh ile  pj^i^ate sector investments o f  I .E .  200 
m i l l io n s  have been approved.
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3.3 TOURISM DEMAND IN EGYPT
3.3.1 Measurement o f  tourism demand
A d is t in c t io n  must be made between the main features o f  i n t e r ­
reg ional demand (mostly Europeans and Americans) and in t ra - re g io n a l 
demand (Arabs). The h is to r ic a l  pa tte rn  o f  each type o f  demand has 
been analysed in  order to  gain some in s ig h ts  in to  fu tu re  prospects 
o f  tourism  demand. The ana lys is  demonstrates th a t  the 1970s witnessed 
a f a i r l y  high growth o f  Western v is i t o r s .  Arab v is i t o r s  on the o ther 
hand showed a marked dec line in  the second h a l f  o f the decade due to 
the d e te r io ra t in g  p o l i t i c a l  re la t io n s h ip  between Egypt and the Arab 
coun tr ies .
The high ra te  o f  growth o f  to ta l  t o u r is t s  in  genera l, was not matched 
by a comparable growth in  t o u r i s t  n igh ts .  The f a l l  in  average period 
o f  stay and the d ec l in ing  weight o f  Arab v is i t o r s  may be responsible 
fo r  the ra th e r  slow growth in  t o u r i s t  n igh ts .
The data on number o f  t o u r is t s  and t o u r i s t  n ights  used fo r  the 
cu rren t and h is to r ic a l  analyses o f  demand are obtained from the 
M in is t ry  o f  Tourism^)). S ta t is t ic s  o f  t o u r is t  a r r iv a ls  are co l le c ted  
by the Central Agency fo r  Public  M o b il iza t io n  and s t a t i s t i c s
(CAPMAS)(d).
The d e f in i t io n  o f  a t o u r i s t  according to  these s t a t i s t i c s  there fo re  
includes v is i t o r s  to  Egypt f o r  a period o f  24 hours or longer, but 
not exceeding one year. V is i t s  to  Egypt by to u r is t s  may be undertaken 
f o r  one o r more o f  the fo l lo w in g  purposes : rec rea tion  and ho liday 
vacation - medical treatment - studying - sport ing  - business v i s i t s  
- v i s i t i n g  f r ie n d s .  The s t a t i s t i c s  exclude fo re igners  seeking 
employment or permanent residence and t r a n s i t  t r a v e l le r s .
V is i to rs  are c la s s i f ie d  in  the CAPMAS s t a t i s t i c s  in to  fou r  groups 
according to  t h e i r  n a t io n a l i t y .  The f i r s t  group includes Arab 
v i s i t o r s ,  the second includes European v is i t o r s  (Western and Eastern 
Europeans), the t h i r d  group consis ts  o f  American v is i t o r s  (mainly 
from U.S.A. and Canada) and the fo u r th  group includes o ther v is i to r s  
(from A f r ic a ,  A u s tra l ia  and A s ia ) .
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3 .3 .2  In te r - re g io n a l tourism
The main generators o f  in te r - re g io n a l to u r is ts  v i s i t i n g  Egypt are 
the United States o f  America, fo llowed by France, West Germany, the 
United Kingdom and I t a l y .  Other important markets f o r  Egyptian 
t o u r is t  development are the European S o c ia l is t  coun tr ie s ,  Japan and 
A u s tra l ia  - the la s t  two being p a r t i c u la r ly  s ig n i f ic a n t  in  terms o f 
the in d iv id u a l t o u r i s t  spending power.
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3.3.3 In tra - re g io n a l tourism
In terms o f in t ra - re g io n a l tourism  the vast m a jo r i ty  o f  to u r is ts  
o r ig in a te  from o ther Arab coun tr ie s . U n ti l  1975 Libya was the biggest 
generator o f  Arab to u r is t s  to  Egypt but since th a t  time up to  date the 
main market has been Saudi Arabia fo llowed by Sudan and Pa lestine.
1982 t o u r is t  s t a t i s t i c s  are given in  Appendix
Arab v is i to r s  t ra v e l to  Egypt mainly fo r  enterta inm ent. However, some 
Arabs come to  Egypt f o r  o ther purposes too such as medical trea tm ent, 
business, and studying a t the Egyptian U n iv e rs i t ie s .  The product is  
the re fo re  qu ite  d i f f e r e n t  from th a t  needed by Western t o u r is t s ,  i t  
includes n igh t c lubs, casinos, res tau ran ts ,  health and education 
se rv ic e s .
The great m a jo r i ty  o f  these v is i t o r s  spend th e i r  ho l iday  in  Cairo, the 
centre f o r  en terta inm ent, business and medical treatm ent. A lexandria 
is  v is i te d  by p ro p o r t io n a l ly  fewer Arabs, mainly those who p re fe r  the 
m ild  weather in  the Summer season. C u ltu ra l tourism  to  Luxor and 
Aswan is  ra re ly  undertaken by Arab v is i t o r s .
Most Arab v is i t o r s  a r r iv e  by a i r .  Road t r a f f i c  is  popular only among 
L ib ians. I t s  size f lu c tu a te s  accord ing ly  w ith  changes in  the number 
o f  L ib ian v is i t o r s .  The normal pa tte rn  o f  t ra v e l among Arabs takes 
the form o f  in d iv id u a l t r i p s .
3.3.4 H is to r ic a l  development o f  t o u r i s t  demand
The la s t  decade witnessed a subs tan t ia l r is e  in  Western v is i t o r s  to  
Egypt. With annual ra tes o f  growth average 22 percent over the decade. 
This compares favourably w ith  the average annual ra te  o f  growth o f  
world a r r iv a ls  which amounted to  5.7 percent over the same period.
A number o f  fa c to rs  may have con tr ibu ted  towards th is  high growth ra te  
in tourism  such as the improvement in  p o l i t i c a l  re la t io n s h ip s  between 
Egypt and the Western World which encouraged to u r  opera tions.
Tourism promotion was undoubtedly ass is ted  by the Tutankhamun
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E xh ib it ion  which toured Western markets in the mid-1970s. The 
open door economic p o l ic y  ( I n f i t a h )  adopted since 1974 not only 
g re a t ly  encouraged fo re ign  investment but led to  a s ig n i f ic a n t  
increase in  business tourism. There was also a s ig n i f ic a n t  expansion 
in hotel accommodation capacity during the l a t t e r  h a l f  o f  the 1970s 
w ith  the widespread in tro d u c t io n  o f  new h o te ls ,  mostly w ith  fo re ign  
management which con tr ibu ted  to  the q u a l i ty  o f  the tourism product.
Numbers o f  Arab t ra v e l le r s  have f lu c tu a te d  more w ide ly  during the 
la s t  decade although three phases can be c le a r ly  d is t ingu ished . The 
f i r s t  w ith  increas ing  numbers o f  t o u r is t s  las ted  from 1970 to  1976, 
The second showed a decrease which continued over the three year 
period fo l lo w in g  the peace i n i t i a t i v e  and the d e te r io ra t io n  o f  Arab- 
Egyptian re la t io n s h ip s .  The sharp drop in  the number o f  L ib ian 
t ra v e l le r s  was p a r t ic u la r ly  responsib le fo r  the negative growth in  
the number o f  Arab v is i t o r s  during th is  d e c l in ing  period. The t h i r d  
phase shows a s ig n i f ic a n t  change and an increasing demand.
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The American average stay remained constant a l l  over the per iod , 
w ith  the exception o f  some annual f lu c tu a t io n s .  This is  probably 
due to  the fa c t  th a t  American v is i t o r s  c on tr ibu te  mainly business 
v is i t o r s  whose average stay does not change much over time.
The f a l l i n g  tendency in  average stay may be in te rp re te d  as fo l low s :
# Shortage o f  reasonably priced accommodation induced Arab v is i to r s
to  stay fo r  a shorte r period in  Egypt.
# The growing tendency towards package tourism which inc lude several
country v i s i t s  in  the same to u r .
# The increase in  the f low  o f  businessmen v is i t o r s  p a r t ic u la r ly  
since 1974.
# The considerable increases in  hotel p r ices .
The dec line  in  the number o f  Arab to u r is t s  during the second h a l f  o f  
the 1970s was counterbalanced by the increase in  Western a r r iv a ls .
The net outcome was a cons is ten t increase in  to ta l  a r r iv a ls  over the 
decade w ith  the exception o f the s l i g h t  d r ip  in  1973 as a re s u l t  o f  
October War.
The ind ices (1970 = 100) given in Table 3 demonstrates the f a i r l y  
moderate growth o f  t o u r is t  n igh t  (1982 = 203), and ra th e r  unstable 
pa tte rn  o f  th is  growth, compared to  the high and more s tab le  growth 
in  the number o f  t o u r is t s  (1982 = 397). The decline in  average 
stay and the changing share o f  Arab v i s i t o r  in  the tourism  market may 
exp la in  the behaviour o f  t o u r i s t  n ig h ts .
TABLE 3 Indices o f  Number o f  Tou ris ts  and T o u r is t  Night
(1970 = 100)
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982
Touris ts
Nights
100
100
120
131
151
145
149
135
189
138
221
128
275
149
280
138
293
156
297
155
350
177
384
214
397
203
Source: Calculated from data obtained from the M in i t r y  o f  Tourism
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3.3.5 Seasonality
In general, Egypt enjoys a f a i r l y  regu la r  t o u r is t  demand extending 
over the year. This is  due to  the many n a t io n a l i t ie s  o f  to u r is ts  w ith  
wide v a r ia t io n s  in  tastes and t r a d i t io n a l  ho liday pa tte rns . Arabs 
p re fe r  Summer v i s i t s ,  whereas Europeans a r r iv e  mostly during the 
Winter months w h i ls t  48 percent o f  Arab v is i to r s  a r r iv e  in the Summer 
season (June-September), 30 percent on ly  o f  Western Europeans and 
25 percent o f  v is i t o r s  from s o c ia l i s t  countr ies a r r iv e  to  Egypt 
a r r iv e  in  the Summer months.
However seasona lity  is  a s ig n i f ic a n t  fa c to r  in  the important t o u r is t  
regions o f Aswan and Luxor where the extremes o f hot weather have a 
strong deterent e f fe c t  on Western v is i t o r s  in Summer.
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3.4 DOMESTIC TOURISM
3.4.1 Hotel usage by domestic to u r is ts
Most published s t a t i s t i c s  on tourism in  Egypt re la te  on ly  to 
in te rn a t io n a l tourism. L i t t l e  in fo rm ation  is  a v a i la b le  on domestic 
tourism. However, according to  the Steigenberger Report about 3.5 
Egyptians representing 10% o f  the popula tion spend th e i r  annual 
ho liday ins ide  the c o u n try . (?) Most popular ho liday areas are sea 
reso rts  which are v is i te d  mainly during the summer months. A lexandria 
handles the la rges t pa r t  o f  the summer t ra v e l movement. Other reso r ts  
are Ras-Al-Ban, Guamasa and Merea Matrouh. The concentra tion o f  
holidays during the summer month and in  a l im i te d  number o f  reso rts  
create several problems re la ted  to  accommodation capac ity ,  important 
services and in f ra s t ru c tu re  f a c i l i t i e s .
S ta t is t ic s  showing the demand fo r  hotel accommodation by Egyptian 
t ra v e l le r s  are summarized in  Table 4 and 5.
I t  is  qu i te  obvious from the tab le  below th a t  Egyptian t r a v e l le r s  and 
ho liday v i s i t o r  spend most n igh ts  in  economy ho te ls ;  3.6% only o f  
n igh ts  are spent in  three -  f i v e - s ta r  ho te ls .  Cairo is  the most 
important region where Egyptians stay in  h o te ls ,  fo llowed by 
A lexandria and then the Canal Zone.
TABLE 4 Egyptian T rave l le rs  : Nights in  Hotels by Hotel Category (1977)
5
s ta r 4s ta r
3
s ta r
2
s ta r
1
s ta r Popular Total
No, o f  
ni ghts 51301 78223 53121 95806 116352 4670742 5065545
% 1.0 1.5 1.1 1.9 2.3 92.2 100.0
Source: Hotel and Pension A c t i v i t y  S t a t i s t i c s , Published by The
Central Agency fo r  Pub lic  M ob il iza t ion  and S ta t is t ic s  
(CAPMAS), 1981.
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TABLE 5 Egyptian T rave l le rs  : Nights in Hotels by Region (1977)
Cai ro Giza Alex.
Suez
Canal
Zone
Kena Aswan Others Total
No. o f 
n ights 1609908 16636 874297 616016 173073 188125 1587490 5065545
% 31.8 0.3 17.3 12.2 3.4 3.7 31.3 100.0
Source: CAPMAS 1981
3.4.2 Review o f  previous studies
A number o f  e a r l i e r  s tud ies have produced estimates o f  the growth o f  
tourism  demand in  Egypt. To compare the accuracy o f  such estimates 
two o f  the most recent s tud ies used fo r  planning tourism  in Egypt 
have been reviewed namely, the World Bank S ta f f  Appraisal Report (1977) 
and the National Plan fo r  Tourism prepared by the Steigenberger 
Consulting Company (1978).
The World Bank study analysed the expected demand o f  tourism  on the 
basis o f  secondary data and p ro jec ted  the estimated numbers o f  t o u r i s t  
a r r iv a ls  up to  1990 using the compound rates o f  growth.
A comparison between the expected growth rates fo r  t o u r i s t  a r r iv a ls  
as derived from the study and the actual growth ra te s ,  is  given in 
Table 5.
TABLE 6 Estimated and Actual Rates o f  Growth o f  T o u r is t  A r r iv a ls  
(1977-1980)
Rates o f  growth Arabs Westerners Others Total a r r iv a ls
Estimated 1 % 15% 10% 11%
Actual 0.3% 16% - 1 . 6% 8%
Source: World Bank Study
62
For the na tiona l plan fo r  tourism (S te igenberger) , the ana lys is and 
fo recast o f  demand fo r  the Egyptian tourism market was developed on 
the basis o f  primary s t a t i s t i c a l  survey in  e ig h t  European coun tr ie s ,  
and on secondary s t a t i s t i c a l  ana lys is  on ly f o r  U.S.A. and Japan. 
Table 7 shows the estimated and actual growth rates over the period 
1976-1980.
TABLE 7 Estimated and Actual Rates o f  Growth o f  T o u r is t  A r r iv a ls  
(1976-1980)
Rates o f  growth Arabs Westerners Others Total a r r iv a ls
Estimated 10% 16% 12.3% 12.3%
Actual 2 . 8% 17% 3% 6%
63
I t  w i l l  be noted th a t  the Steigenberger estimates are less accurate 
than those o f  World Bank estimates but both show f a i r l y  wide 
discrepancies, p a r t ic u la r ly  in the number o f  Arab v is i t o r s .
Comparative forecasts o f  t o u r i s t  a r r iv a ls  p ro jected to  1990 are 
summarized in Table 8.
Table 8
D i f fe re n t  forecasts o f  t o u r i s t  a r r iv a ls  ( '000)
Source
1980
A r r iv a ls
1985
A r r iv a ls
%
growth
1980-85
1990
A r r iv a ls
%
growth
1985-90
%
growth
1980-90
World Bank 1373
(base)
1973 7.5 2419 4.2 5.8
Steigenberger 1564
(base)
2092 5.7 2478 3.4 4.7
3.5 SUPPLY OF HOTEL ACCOMMODATION
3.5.1 Sources o f  data
Hotel accommodation capacity  in  terms o f  number o f  rooms and number o f  
beds has been determined f o r  the years 1973, 1983, 1984, 1985 and the 
period afterwards u n t i l  1990. Data on hotel capacity  were obtained 
from two sources;
(a) E x is t ing  s t a t i s t i c s  ava i la b le  from the M in is try  o f  Tourism on the 
size and category o f  each o f  the e x is t in g  hotels and th e i r  
loca tion  in  d i f f e r e n t  regions o f  Egypt. Such s t a t i s t i c s  were 
modified to  take account o f  the new hote ls already operating but 
not included in the M in is t r y 's  s t a t i s t i c s .
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(b) D e ta i ls  o f  ho te ls  under cons truc tion  were obtained from
published news releases together w ith  in fo rm ation  supplied by 
consu ltants .(G ) A n tic ipa ted  completion dates fo r  hote ls are 
based on the cu rren t s ta te  o f cons truc tion  and fu rn is h in g  in 
add it ion  to the opening schedules reported by the hotel companies
3,5.2 Supply o f  hotel rooms
TABLE 9 Expected Accommodation Capacity (1-5 s ta rs  ho te ls )
Year 1983 1984(^) 1985(b) 1986-199o(c)
No. o f  rooms 23007 25656 29697 35715
Notes; (a) Hotels scheduled fo r  opening
(b) Construction p r a c t ic a l l y  completed
(c) In course o f  cons truc t ion
Source: M in is t ry  o f  Tourism and (II) In te rn a t io n a l Management Centre
Studies
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The comparison between 1977 and 1983 even a llow ing fo r  some 
discrepancies c le a r ly  demonstrates rap id  expansion which has taken 
place in hotel supply over th is  period. New hote ls  constructed over 
the period amounts to  more than double the hotel stock in  1977. I t  
is  apparent th a t  there is  a wide divergence between the ra te  o f 
opening o f  hotel capacity  over th is  period (208%) and the ra te  o f  
growth o f  numbers o f  t o u r is t s  (45%) over the period 1976-1982.
Table 10 provides a summary o f  the accommodation capacity  expected 
u n t i l  1990.
Table 10
Size o f  hotel accommodation capac i ty  (rooms) 1977 and 1983
Hotel Category 1977
Capacity*
1983
Capacity
Net
Addit ion
F iv e -s ta r 1988 7159 5171
Four-s ta r 1882 4178 2296
Three-star 1119 5057 3938
Two-star 1605 4068 2463
One-star 868 2545 1677
Total 7462 32007 15545
Source: CAPMAS, Hotel and Pension A c t iv i t y  S ta t i s t i c s ,
Arab Republic o f  Egypt, 1977, Feb 1982.
Note : There is  d i f fe rence  between capacity  f ig u re s  o f  CAPMAS fo r
1977 (7462) and the M in is try  o f  Tourism f ig u re s  fo r  the same 
year (9432).
1
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3.6 MATCHING DEMAND AND SUPPLY
3.6.1 Ca lcu la t ion  o f room demand
The fo l lo w in g  standard formula is  used to  transform expected t o u r is t  
demand in to  demand fo r  hotel accommodation:
365 X 0 X d
R = rooms required annually  (hote l demand)
T = number o f  t o u r is t s  per year
L = length o f  stay (number o f n igh ts  per t o u r i s t )
P = p roport ion  o f  to u r is t s  using ho te ls
9 = rooms occupancy ra te
d = rooms dens ity  (average number o f  t o u r is t s  per room)
The formula can be app lied to  estimate hotel demand fo r  each hotel
category and each region.
The number o f  t o u r i s t  n igh ts  (T + L) is  ca lcu la ted  from the t o u r i s t  
s t a t i s t i c s  fo r  each area and average lengths o f  stay based on M in is try  
o f  Tourism data. The on ly  r e l ia b le  and comprehensive s t a t i s t i c s  
re la ted  to the proport ion  o f  to u r is t s  using hote ls  are those 
published by the CAPMAS based on comprehensive surveys o f  a l l  hote ls  
in  Egypt. The s t a t i s t i c s  inc lude number o f  t o u r is t s  and t o u r i s t  
n igh ts  in hote ls  by each group o f  n a t io n a l i t ie s ,  region and hotel 
category. They cover both p ub lic  and p r iv a te  sector ho te ls .  .According 
to  these s t a t i s t i c s  however the same person is  considered a d i f f e r e n t  
t o u r i s t  each time he stays in  a d i f f e r e n t  h o te l ,  o r each time he v i s i t s  
the same h o te l .  This means th a t  the number o f  to u r is t s  using hote ls  
is  over-estimated in the CAPMAS s t a t i s t i c s  and the number o f  hotel 
t o u r i s t  n igh ts  is  a more accurate f ig u re .
The proport ion  o f  hote l t o u r i s t  n igh ts  is  ca lcu la ted  by d iv id in g  
number o f  n ights spent in  hote ls  by to ta l  number o f  t o u r i s t  n ights 
f o r  each t o u r is t  n a t io n a l i t y .  Tables Ü and 12 summarize the re s u lts  
o f  the c a lcu la t io n s  fo r  1978.
67
Table 11
Percentage o f  hotel t o u r i s t  n ights  to to ta l  t o u r is t  n igh ts  by hotel 
category (1978)
Hotel category Arabs Europeans Americans Others Total
F ive -s ta rs
%
2.7
%
18.2
%
29.6
%
9.7
%
10.9
Four-s ta rs 1.8 22.5 13.9 7.5 9.7
Three-stars 2.4 10.6 4.7 7.6 5.4
Two-stars 3.7 4.1 3.3 5.2 3.9
One-star 1.1 1.6 1.0 1.9 1.3
Popular hote ls 11.1 8.8 7.0 36.7 11.7
A l l  hote ls 22.8 65.8 _ 59.5 68.6 42.9
Reviewing the re s u lts  given in Table 11 i t  is  noted th a t  the proport ion  
o f  Arab and "o thers" t o u r i s t  n igh ts  in  popular hote ls is  f a i r l y  la rge . 
Almost h a l f  the hotel n igh ts  spent by Arabs and more than h a l f  the 
hote l n igh ts  spent by "o the rs "  were in  popular ho te ls .
Even the p roport ion  o f  European and American hotel n igh ts  spent in 
popular ho te ls  is  not in s ig i f i c a n t .  However the greates t demands from 
American and European to u r is t s  are f o r  f i v e - s ta r  and fo u r -s ta r  hotel 
accommodation.
With respect to  to ta l  demand, excluding popular h o te ls ,  the highest 
p roport ion  decreases d i r e c t ly  w ith  the decrease in the hotel category.
Table 12 gives the proport ions o f  hotel t o u r is t  n ights by region
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TABLE 12
Percentage o f hotel t o u r i s t  n ights and to ta l  t o u r i s t  n igh ts  by region 
(1978)
Region Arabs Europeans Americans Others Total
Cairo and Giza
%
19.0
%
41.4
%
44.7
%
35.7
%
29.7
Alexandria 2.4 4.8 2.7 3.6 3.2
Canal Zone 0.4 1.8 0.2 25.1 2.5
Kena 0.07 10.3 9.4 2.8 4.3
Aswan 0.2 6.2 1.9 1.0 2.2
Other regions 0.73 1.3 0.58 0.2 1.0
TOTAL % 22.8 65.8 59.8 68.4 42.9
Source: Calculated from Hotel and Pension A c t iv i t y  S ta t is t i c s
CAPMAS, 1982
In terms o f  the regional d is t r ib u t io n  i t  is  noted th a t  Cairo and Giza 
(Greater Cairo) absorb a considerable proport ion  o f  the to ta l  hotel 
n ig h ts ,  f o r  a l l  t o u r i s t  groups.
Apart from Cairo the most popular t o u r i s t  des t ina t ions  are Kena (Luxor) 
in  the case o f  Western v i s i t o r s ,  A lexandria in the case o f  Arab 
v is i t o r s  and the Canal Zone fo r  "o th e rs " .  This la s t  s t a t i s t i c  is  
probably due to  the large number o f  Japanese working in  the Canal 
expansion p ro jec ts .
In comparing s t a t i s t i c s  g iv ing  the proport ions o f  hote l t o u r i s t  n igh ts  
f o r  1976 and 1977 i t  is  noted th a t  the va r ia t io n s  d id not show any 
cons is ten t increasing or decreasing pa tte rn  over the th ree-year period.
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3.6,2  Room occupancies
The room occupancy rates and double occupancy ra t io s  were ca lcu la ted  
from the s t a t i s t i c s  published by CAPMAS fo r  the years 1976, 1977 and 
1978 as fo l low s :
TABLE 13
Room occupancy ra te  and room dens ity  (persons per room) by hotel 
category (1976, 1977, 1978)
Room occupancy ra te  % Room density
1976 1977 1978 Average 1976 1977 1978 Average
5-s ta rs 77 79 73 76 1.5 1.5 1.7 1.6
4 -s ta rs 60 • 63 71 65 1.6 1.5 1.3 1.5
3 -s ta rs 68 54 54 59 1.5 1.8 1.6 1.6
2 -s ta rs 46 34 37 39 1.7 1.9 1.8 1,8
1 -s ta r 54 35 50 46 1.6 2.2 1.4 1.7
Popular 58 61 58 59 1.7 1.6 1.6 1.6
TOTAL 60 59 59 59 1.6 1.6 1.7 1.6
Source: Calculated from Hotel and Pension A c t iv i t y  S t a t i s t i c s ,
CAPMAS 1980, 1981, 1982
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TABLE 14
Room occupancy rates and room dens ity  by region (1976, 1977, 1978)
Room occupancy rate % Room density
1976 1977 1978 Average 1976 1977 1978 Average
Cairo 67 67 74 69 2.2 1.4 1.5 1.5
Giza 78 80 64 74 1.2 1.2 1.4 1.3
Cairo & Giza 72
Alexandri a 48 50 43 47 1.6 1.6 1.7 1.6
Canal Zone 52 60 60 57 2.0 1.8 1.7 1,7
Kena 64 63 52 60 1.9 1.8 2.0 1.8
Aswan 49 61 55 55 . 1.6 1.8 1.7 1.7
Meni a 64 64 59 62 1.5 1.4 1.5 1.5
Hodod 42 34 26 34 1.7 1.6 2.2 1.7
Source: Hotel and Pension A c t i v i t y  S t a t is t i c s ,  CAPMAS, 1980, 1981
and 1982.
The rates given in  these tab les  demonstrate th a t  f i v e - s ta r  and fo u r - s ta r  
ho te ls  achieve the h ighest occupancy ra tes . The lowest rates are in 
tw o -s ta r  ho te ls .
Room occupancy is  the h ighest f o r  Cairo and Giza and lowest fo r  
A lexandria and Hedoud (summer re s o r ts )  due to  seasona lity . Va ria tions  
in  average annual occupancy f o r  a l l  hote ls  are very l im i te d ,  the ra te  
ranges between 59% and 60%. However, there are wide va r ia t io n s  in 
annual occupancy rates when comparing hotel categories and d i f fe r e n t  
regions. The average room dens ity  var ies from 1.5 to  1.8 persons per 
room.
W hils t the ca lcu la t ions  o f  occupancy rates are based on the best 
in fo rm ation  a v a i la b le , i t  should be noted th a t  t h e i r  accuracy is  
l im i te d  by the fo l lo w in g  d e f ic ie n c ie s  in the data:
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(a) No up-to-date in fo rm ation  are ava i la b le  on number o f rooms sold 
in  both pub lic  and p r iv a te  sector ho te ls .  The most recent data 
published by CAPMAS are those re la ted  to  1978. The M in is try  o f 
Tourism provides up-to-date  in fo rm ation  on number o f rooms so ld , 
but such in fo rm ation  app lies only to  pub lic  sector ho te ls .
(b) S ta t is t ic s  on to ta l  number o f rooms in hote ls usua lly  re la te  to 
number o f  rooms ready fo r  use ra th e r  than number o f  rooms a c tu a l ly  
e x is t in g .  C a lcu la t ing  room occupancy using reading fo r  use capacity  
tends to  over-estimate the ra te  o f occupancy achieved.
(c) Occupancy rates ca lcu la ted  from e x is t in g  data (Tables 13 and 14) are 
the achievable occupancies determined by t o u r is t  demands. They d i f f e r  
from fe a s ib le  occupancy, th a t  is  the rates necesary fo r  hote ls to  
remain in  the market making break-even p r o f i t s .
3.7 PROJECTIONS OF SUPPLY AND DEMAND TO 1985
3.7.1 Gap ana lys is
By reviewing the estimates o f  t o u r i s t  a r r iv a ls  pro jected to  1985 and the 
numbers o f  hotel rooms and beds c u r re n t ly  under cons truc tion  i t  is  
poss ib le  to  determine any l i k e l y  imbalances between the room demand and 
accommodation supply (gap a n a ly s is ) .  This data can be forecasted on a 
regional and hotel category basis separa te ly .
The 1985 hotel demand c la s s i f ie d  by hote l category is  given in Table 15.
The expected gap between demand and supply is  provided in  Table 16.
Total hotel demand expected in 1985 is  about 4281 thousand n ig h ts ,  o f  
which 522 thousand Egyptian n igh ts  representing 12% o f  t o ta l  hote l 
n igh ts .  Room surplus expected fo r  a l l  hote l categories is  18636 room.
The la rg e s t  surplus however is  expected fo r  f iv e  and th re e -s ta r  hote ls  
which together absorb about 60% o f  the to ta l  excess supply. The reason 
is  most l i k e l y  to  be the considerable expansion in the capacity  o f  
these two categories as demonstrated by Table 9.
Results re la ted  to  expected room demand and gap between demand and 
supply by region are given in  Tables 17 and 18 respec t ive ly . '
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TABLE 15 Demand f o r H otel Accommodation (1985) by H otel Category
Hotel Category
T o u r is t
Nights
Egyptian
Nights
Total
Nights
Total
Rooms
F ive -s ta rs 1,323,602 54,105 1,377,707 2988
Four-sta rs 910,877 112,538 1,023,415 2631
Three-stars 771,739 67,090 838,829 2113
Two-stars 526,217 153,658 679,875 2251
One-star 226,983 134,180 361,163 1078
TOTAL 3,759,418 521,571 4,280,988 11061
TABLE 16 Demand and Supply (1985) by Hotel Category
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Hotel Category Room Demand Room Supply
Room
D e f i c i t ( - l )  
Surplus(+1 )
F ive -s ta rs 2988 8599 +6511
Four-stars 2631 5968 +3337
Three-stars 2113 7474 +5461
Two-stars 2251 4915 +2664
One-star 1078 2641 +1563
TOTAL 11061 29697 +18636
TABLE 17 Demand fo r  Hotel Accommodation by Region 1985
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Region T o u r is t
Nights
Egyptian
Nights
Total
Nights
Total
Rooms
Cairo and Giza 
(Greater Cairo) 2594749 207763 2802512 6920
Alexandria 435390 108210 543600 1862
Canal Zone 202513 80076 282589 760
Kena 345009 21642 366651 785
Aswan 163225 21642 184867 489
TOTAL 3740886 439333 4180219 10816
TABLE 18 Demand and Supply by Region 1985
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Region Room Demand Room Supply D e f i c i t ( -1) 
Surplus(+1)
Cairo and Giza 
(Greater Cairo)
6920 18882 +11962
Alexandria 1862 3851 +1989
Canal Zone 760 2573 +1813
Kena 785 1766 +981
Aswan 489 1524 +1035
TOTAL 10816 28596 +17780
Note; Tables do not qu ite  agree w ith  those given in
because minor regions are not included in  the above tab les .
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Greater Cairo (Cairo and Giza) is  the region w ith  the greatest 
su rp lus , i t  includes 67% o f  the to ta l  excess supply. Luxor (Kena) 
and Aswan, on the o ther hand have r e la t iv e ly  low su rp lus , t h e i r  share 
in excess supply amounts to 5.4% and 5.8% re sp e c t ive ly .
3.7 .2  Further analysis
An ove ra l l  conclusion which can be derived from th is  p re l im ina ry  
ana lys is is  th a t  the Egyptian hotel indus try  is  l i k e l y  to  face 
serious problems concerning excess capacity  in  the near fu tu re .
However the estimates o f  supply and demand may inc lude s ig n i f ic a n t  
e rro rs  due to  d e f ic ienc ies  in  the data and u n r e a l is t ic  assumptions.
As has been pointed out in  Section 3 .4 ,2  the demand p ro je c t io n s  o f 
both the Steigenberger plan and the World Bank repo r t  showed wide 
dev ia t ions  from the actual t o u r i s t  a r r iv a ls .
In order to  re f in e  and v e r i f y  the estimates o f  demand necessary to  
examine two o f  the c ru c ia l  var iab les  in  some d e t a i l ,  namely the 
p roport ion  o f  t o u r i s t  n igh ts  in hote ls  and occupancy ra te s .  A number 
o f  techniques can be applied such as s e n s i t i v i t y  ana lys is  and the 
data can be confirmed by sample hotel surveys enabling actual 
occupancies to  be determined.
Such approaches have been adopted in  la rge scale p ro je c ts  but are 
outs ide the scope and resources o f  t h is  in d iv id u a l study which is  more 
concerned w ith  the overview o f the s i tu a t io n .
3.8 THE CASE AGAINST THE EXPANSION OF TOURISM
3.8.1 D i f f i c u l t i e s  a f fe c t in g  tourism  development
Notwithstanding the high value o f  tourism  as Egypt's t h i r d  most 
important revenue earner and the importance which the Government 
attaches to  tourism development, the expansion o f  tourism  is  subject 
to  many problems. F i r s t  o f  a l l ,  tourism  in  Egypt is  and w i l l  continue 
to be a ffec ted  by the p o l i t i c a l  atmosphere o f  the region and severe
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f lu c tu a t io n s  in re tu rns must be expected. With the vagaries o f 
these parameters, the avowed aim o f  the M in is try  o f  Tourism is  to  
expand the composite a t t r a c t io n  o f  Egypt. But the problems are many; 
foremost o f  a l l  is  the lack o f  in f ra s t ru c tu re  but also important are 
environmental, f in a n c ia l  and demographic problems. Moreover, the 
l ib e r a l  investment laws have accelerated p r iva te  sector a c t i v i t y  and 
to  an extent con tro l over the development o f  the tourism sector is  
s l ip p in g  from governmental agencies. Thus problems o f  over-capac ity  
in  already heav ily  concentrated areas and an upsurge in prices are 
l i k e l y  to  occur. Moreover, and an important p o in t ,  the net 
co n tr ib u t io n  o f  tourism  to  revenue could be over-ra ted . The in tru s io n  
o f  a Western tourism market c a l ls  f o r  the im porta tion  o f  excessive 
amounts o f  food, hote l fu rn i t u re  and fu rn is h in g s ,  increas ing the import 
content fo r  th is  sector w h ile  in h ib i t in g  the development o f  local 
in d u s t r ie s ,  and p a r t ic u la r ly  those in the a g r ic u l tu ra l  secto r.
3 .8 .2  In f ra s t ru c tu ra l  d i f f i c u l t i e s
The foremost d i f f i c u l t i e s  a f fe c t in g  the development o f  the Red Sea 
Coast are in f r a s t r u c tu r a l ,  a t  present the v i l la g e s  and small towns o f  
Hurghada, Safaga and Beren ice are simply not ready to  receive large 
numbers o f  t o u r is t s .  Apart from the obvious lack o f  h o te ls ,  there 
is  a more serious problem o f  lack o f  water and power. At present, 
f o r  instance, water is  piped to  Hurghada fromQena on the N i le ,  and 
power supplies are l im i te d .  An I t a l ia n  f i rm  has ju s t  been awarded 
a con trac t to upgrade power f a c i l i t i e s  a t Safaga, but in  Egypt 
expense makes the b u i ld in g  o f  d e s a lina t ion  p la n ts ,  s imultaneously 
providers o f  water and power, un th inkab le . A i r  l in k s  w ith  Cairo 
e x is t ,  and there is  t a lk  o f  in trodu c ing  a f l i g h t  between Luxor and 
Hurghada, while  the road down from Suez could in  time be swept o f  
mines and upgraded. Work is  being c a rr ied  out on Safaga harbour and 
the new docks should be complete next year. At present on ly  about 
9 percent o f  t o u r is t s  a r r iv e  by sea. A t o u r i s t  v i l la g e  has opened 
north o f  Hurghada, w ith  100 cha le ts  and accommodation f o r  500 t o u r is t s .  
The Sheraton has been extended and two f lo a t in g  ho te ls  are to  be 
moored in the harbour. About LE $100,000 is  to  be spent on improving 
the Hurghada a i rp o r t .  But o ther fa c to rs  m i l i t a t i n g  aga inst rapid 
expansion and heavy investment are the p o s s ib i l i t y  th a t  an in f lu x  o f
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divers w i l l  destroy the d e l ic a te  ecology o f the coral ree fs ,  and the 
danger th a t  o i l  f inds  in the Gulf o f  the Suez w i l l  lead to  p o l lu t io n .
3.8.3 Environmental problems
P o llu t io n  and o ther environmental issues are also th rea ten ing  the 
po te n t ia l o f  the Mediterranean beaches west o f  A lexandria . The general 
d is tu rb in g  degree o f  p o l lu t io n  o f  Mediterranean waters is  exacerbated 
around Alexandria by the p rac t ice  o f  p ip ing  untreated in d u s t r ia l  and 
domestic waste s t ra ig h t  in to  the Mediterranean. A fu r th e r  th re a t  is  
now posed by Egypt's plans to  b u i ld  i t s  f i r s t  nuclear power s ta t io n  at 
S id i K r i r , o n ly  30 km away from the c i t y .  The governor o f  A lexandria 's  
ob jec t ion  to  the nuclear plan derives p a r t ly  from the fa c t  th a t  
p o te n t ia l  Arab t o u r i s t  money w i l l  not be forthcoming i f  the p lan t is  
given the go ahead. In any case, to  move to u r is t s  in great numbers 
along Egypt's Mediterranean co a s t l in e  would invo lve  considerable 
investment in  roads and o ther in f r a s t ru c tu re ,  even i f  the b u i ld in g  o f  
hote ls  was l e f t  to  p r iv a te  in te re s ts .
3 .8 .4  F inancia l cons iderations
I t  is  again the cost o f  opening a new area th a t  is  preventing 
e x p lo i ta t io n  o f  Lake Nasser's p o te n t ia l  f o r  rec rea tiona l tourism . At 
present there is  a small hote l a t Abu Simbel but most v is i t o r s  f l y  in  
fo r  only a couple o f  hours. So scarce is  the loca l popula tion th a t  Eypt- 
A i r  has la id  on buses to  take to u r is t s  to  and from the temples - a 
welcome change from the m u lt itude  o f  to u r  opera tors , mini coaches, 
ta x is  and horse driven buggies attendant a t o ther des t ina t ions  in 
upper Egypt. In the Sinai cost and p o l i t i c a l  u nce rta in ty  are equal 
obstacles to  t o u r i s t  expansion although hote ls are planned fo r  E l-A r is h ,  
w h ile  there is  considerable oppos it ion  to  moves to  expand f a c i l i t i e s  
handed over by the I s ra e l is  a t  St. Catherine 's  monastery.
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3.8.5 Demographic considerations
The f in a n c ia l  cost o f  developing new t o u r is t  centres is  weighed not 
only against the bene fits  o f  extending the nature o f  tourism on to  a 
more recrea tiona l bas is , but also against the advantages o f  spreading 
the demographic d is t r ib u t io n .  For t h is  reason, the M in is t ry  o f  
Tourism's plan fo r  the Red Sea, f o r  instance, are watched w ith  
in te re s t  by the M in is try  fo r  Reconstruction and New Communities.
I t  is  d i f f i c u l t ,  however, to  believe th a t  employment o pp o rtun it ie s  
o ffe red  d i r e c t ly  by tourism and by s p in -o f f  in d u s tr ie s  would make 
a great impression on the concentra tion o f  the Egyptian popula tion along 
the N i le  V a lley , and p a r t ic u la r ly  in  grea ter Cairo ( in  which is  
concentrated a qua rte r  o f  Egypt's 41.1 mn in hab ita n ts )  e s p e c ia l ly  as 
any development o f  Lake Nasser would presumably promote a re tu rn  o f  
d isplaced Nabians from the New V a lley .
In pure ly  economic terms, the wisdom o f  b u i ld in g  large communities in  
loca tions  w ithou t oases o r o ther aqu if ie r s  and any loca l vegetation 
must be questioned, p a r t i c u la r ly  in  the present absence o f  Saudi and 
G ulf Arab funds. The growth o f tourism  has d e f in i t e ly  been a 
c o n tr ib u t in g  fa c to r ,  along w ith  a g r ic u l tu ra l  p r ic in g  p o l ic ie s ,  to  the 
d isastrous urban isation in  Egypt, by 1985 i t  is  estimated th a t  the 
urban percentage o f  the population w i l l  pass 50 percent fo r  the f i r s t  
t ime. In Egypt every feddan o f  land which is  b u i l t  upon in the N ile  
Va lley  to  accommodate in d u s try ,  hote ls  or the employees o f  both is 
a feddan lo s t  to  a g r ic u l tu re  and an actual increase in  the food import 
b i l l .
For th is  reason the move to  develop a n t iq u i ty  loca tions  along the 
N i le  o ther than Aswan, Luxor and Abu Simbel , such as Edfu and the 
temples o f  Kom and Ombo are not an ideal so lu t ion  to  e x is t in g  
problems, although the growth o f  f lo a t in g  hote ls may lessen the t o l l  
on land. T o u r is t  development o f  oases l i k e  Fayyoum may be c r i t i c i s e d  
l ikew ise .  There is  no doubt, however, th a t  excessive numbers o f  
to u r is t s  in Luxor o r  Aswan present a problem o f  a d i f f e r e n t  kind : 
damage to  ir rep laceab le  monuments. The World Bank has le n t  Egypt 
£62 mn recen t ly  not on ly  to  upgrade the e x is t in g  in f r a s t ru c tu ra l  
f a c i l i t i e s  in  Luxor to  enable i t  to  receive more t o u r i s t s ,  but also
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to  fund a study to manage the f low  o f  v is i to r s  to  each p a r t ic u la r  
monument in s t r i c t  ro ta  and as to minimise damage to the a n t iq u i t ie s .  
Fortunate ly  the expansion o f  a i rp o r t  f a c i l i t i e s  in  Upper Egypt to  
enable wide bodied je ts  to  by-pass Cairo does not encroach on 
c u l t iv a ta b le  land.
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CHAPTER 4
INFLUENCES OF GOVERNMENT ON TOURISM AND HOTEL OPERATION IN EGYPT
This chapter examines the s t ru c tu re  o f  government in  Egypt and the 
in s t i t u t io n s  and s ta te  agencies which are involved d i r e c t ly  or 
in d i r e c t ly  in the tourism  sec to r.  I t  also assesses the pub lic  sector 
plans and p o l ic ie s  towards tourism inc lud ing  the e f fe c ts  o f  p r ice  
con tro l on hotel operation and performance.
4.1 EGYPT ; GOVERNMENT INSTITUTIONS AND AGENCIES
4.1.1 S truc tu re  o f  Government
In Egypt today the basis o f  government is  embodied in  the Permanent 
C o ns t i tu t ion  o f  1971. The C o ns t i tu t ion  defines the s t ru c tu re  and 
funct ions o f  the s ta te ,  the basic components o f so c ie ty ,  pub lic  
l i b e r t i e s ,  r ig h ts  and o b l ig a t io n s ,  the supremacy o f  the law and the 
system o f  government.
Executive power is  vested in  the President who is  nominated by the 
People's Assembly and approved in  popular referendum. The president 
is  Head o f  State and Supreme Commander o f  the Armed Forces. I t  is  the 
P res iden t 's  duty to  appoint one or more Vice Presidents, the Prime 
M in is te r ,  Deputy Prime M in is te rs  and State M in is te rs .
The Prime M in is te r  and o ther m in is te rs  have executive as we ll as 
adm in is tra t ive  r e s p o n s ib i l i t ie s  in c lud ing  preparing d r a f t  laws and 
decrees, budget and development p lans, and fo rm u la ting  and executing 
government p o l ic y  in  co-operation w ith  the President.
Egypt's le g is la tu re  is  b i-cem era l,  cons is t ing  o f  the People's Assembly 
and the Shura Council. In the past two decades a succession o f 
measures have been taken to  decen tra l ise  a u th o r i ty  by s e t t in g  up a 
system o f loca l a dm in is tra t ion  under e lected councils  and by 
extending the power o f  loca l governors.
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The purpose o f  these measures was both to  speed up development and 
to  ensure a more d i re c t  popular p a r t ic ip a t io n  in  the nationa l e f f o r t .
Egypt's ju d ic ia r y  is  independent. The legal system has been 
in fluenced not only by Is lam ic  Law but also by the Napolonie Code.
The s truc tu res  o f  the M in is t r ie s  and ju d ic a l  bodies are o u t l in e d  in 
Appendix A.4 .1 .1 .
4 .1 .2  Government involvement in  tourism
The Government, d i r e c t ly  or through s ta te  agencies, plays a major ro le  
in  the tourism sector. R e s p o n s ib i l i ty  fo r  the sector l ie s  w ith  the 
M in is t ry  o f  Tourism whose main tasks inc lude:
(a) planning o f tourism  a c t i v i t i e s ;  t h is  includes development o f  
tourism  areas such as the Luxor tourism  zone (Law No. 2 o f  1973);
(b) promotion o f  tourism  in  Egypt and abroad; and
(c) regu la t ion  o f  t o u r i s t  f a c i l i t i e s  and se rv ices ; t h is  includes 
regu la t ion  o f  p r ices  and incen t ives  (Law No. 1 o f  1973).
The M in is try  o f  Tourism, w ith  about 1,200 employees in  1978, has fo u r  
agencies under i t :  The Egyptian General Organization fo r  Tourism and
Hotels (EGOTH), M isr T rave l,  Egyptian Company fo r  Hotels (ECH), and 
Misr Grand Hotel Company. Although the sm allest in  terms o f employment 
( i t  has fewer than 1000 employees), EGOTH, which has acquired almost 
a l l  o f the Government-owned h o te ls ,  i t  is  the la rg e s t  in  terms of 
assets w ith  a c a p i ta l  th a t  surpassed US$ 100 m i l l io n  in  1979. EGOTH 
also has an important ro le  in  hote l t r a in in g ,  owning and operating the 
hote l schools in  Cairo and A lexandria . Misr Travel is  a t ra v e l agency 
and to u r  opera tor, created in  1934 by Misr Bank, which owns more than 
h a l f  o f  t o u r i s t  bus capac ity  and is  estimated to  handle ground 
t ra n s p o r ta t io n  fo r  30-40% o f  fo re ign  to u r is t s .  The Egyptian Company 
fo r  Ho te ls , created in  la te  1975, manages 18 o f EGOTH's 24 h o te ls ,  and 
the Misr Grand Hotel Company is  responsib le fo r  overseeing the 
cons truc tion  o f  EGOTH's new ho te ls .  Following the 1975 reorgan iza t ion
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o f the pub lic  sec to r ,  these three agencies as well as EGOTH have 
been operating in a r e la t i v e ly  decentra lized  manner.
The funct ions o f  the M in is try  o f  Tourism are administered through a 
number o f  sectors and departments:
Sectors : In te rn a t io n a l Relations and Tourism Control
Tourism Planning Research and Development
Central Departments: In fo rm ation  Research and T ra in ing
The commercial sector is  c o l le c t iv e ly  represented by the Egyptian 
Federation o f T o u r is t  Chambers comprising the:
Hotel Establishments Chamber 
Travel Agencies Chamber 
T o ru is t  Establishments Chamber 
A n t iq u i t ie s  and T o u r is t  Commodities Chamber
Another Government agency o f  importance to  the development o f  tourism  
is  the Egyptian A n t iq u i t ie s  Organization (EAO), a dependency o f  the 
M in is t ry  o f  Education, S c ie n t i f i c  Research and Cu lture . Over and above 
i t s  s t r i c t l y  conse rva tion is t  a c t i v i t é s ,  the EAO plays a c r i t i c a l  ro le  
in managing Egypt's archaeolog ica l s i te s  and museums.
The Egyptian General A u th o r i ty  fo r  Promotion o f  Tourism (EGAPT) was 
estab lished by P res iden t ia l Decree No. 134 o f  1981 and now assumes 
the p r in c ip le  r e s p o n s ib i l i t ie s  p rev ious ly  undertaken by the Under 
S ecre ta r ia l f o r  Tourism Promotion. EGAPT is  responsib le f o r  promoting 
tourism to  Egypt from abroad and fo r  encouraging the p rov is ion  and 
improvement o f  t o u r i s t  amenities and f a c i l i t i e s  in Egypt. EGAPT is  
represented abroad by o f f ic e s  in  nine c ap ita l c i t i e s .  Forty-two 
in te rn a t io n a l scheduled a i r  c a r r ie rs  in c lud ing  the na tiona l c a r r ie r ,  
Egyp ta ir ,  serve Cairo. E gyp ta ir ,  a Government Company operating under 
the general d i re c t io n  o f  the M in is t r y  o f  Tourism and C iv i l  Av ia t ion  
c a rr ied  1.3 m i l l io n  passengers on scheduled domestic and in te rn a t io n a l 
f l i g h t s .  Egypta ir operates a r e la t i v e ly  l im i te d  domestic route system 
connecting Cairo, Luxor, Aswan and the Red Sea re s o r t  o f
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I t  is  estimated th a t  around 80 percent o f  passengers on these routes 
are fo re ign  to u r is t s .
4 .1 .3  T ra in ing
Both the M in is try  o f  Education and the M in is try  o f  Tourism are 
entrusted w ith  the re s p o n s ib i l i t y  o f  t ra in in g  personnel fo r  tourism . 
While the M in is t ry  o f  Education is  responsible fo r  medium to  upper 
leve l t ra in in g  a t the U n ive rs ity  o f  Helwan, the M in is try  o f  Tourism 
concentrates on vocational t r a in in g  in  two hotel schools.
EGOTH operates the two hotel schools o f fe r in g  vocational and middle 
leve l courses, one in  Ca iro, a t  the In te r-C on tinen ta l Hotel and the 
o ther in  the remodelled Hotel Mediterranean in  A lexandria. Three more 
schools are planned.
4.2 PUBLIC SECTOR POLICIES AND DEVELOPMENT PLANS
4.2.1 Plan im p l ica t io ns
Tourism revenues reached a peak o f  LE 410.8 m i l l io n  in  1980, 
representing 8.52 percent o f  the to ta l  fo re ign  earn ings, then reduced 
to  LE 337.8 m i l l io n  (7.17 percent) in  1981. (Appendix A .4 .2 .1 ) .
The number o f  t o u r i s t  n igh ts  rose from 6.3 m i l l io n  in  1977 to  9.8 
m i l l io n s  in  1981 - an increase o f  37 percent. The curren t 1982/3 - 
1986/7 plan aims at fu r th e r  encouraging in te rn a t io n a l tourism  and is  
e s p e c ia l ly  d irec ted  towards developing areas o f  tourism  which so fa r  
have been l i t t l e  e x p lo ited .
Towards th is  end LE 378 m i l l io n  has been a l loca ted  fo r  p ub lic  sector 
spending on tourism development wh ile  p r iva te  sector investments o f  
LE 200 m i l l io n  have been approved. The curren t plan aims to  add a 
fu r th e r  11000 beds to  the 38000 c u r re n t ly  ava ilab le  in  p u b l ic  sector 
and p r iv a te  ho te ls .  Several t o u r i s t  v i l la g e s  are being b u i l t  on the 
coasts o f  the Mediterranean, the Red Sea and Sinai o f fe r in g  a f u l l  
range o f  water sports and o ther c u l tu ra l  and le is u re  a t t ra c t io n s .
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Rail and road tou r ing  is  being developed and more N ile  c ru ise rs  
provided.
The investments pro jected by the plan are expected to  increase the 
number o f  to u r is t s  from the 1.4 m i l l io n  v is i to r s  in  1982 to  between 
2 and 2.4 m i l l io n  by 1987. Employment prospects generated by the 
plan are expected to  create 15000 new job oppo rtun it ie s .
4 .2 .2  Po licy  towards fo re ign  p a r t ic ip a t io n
Up to  1973 Egypt d id not encourage fo re ign  p a r t ic ip a t io n  in  the 
tourism  sector. The open-door p o l ic y  introduced by Law 43 o f  1974 
as amended by Law 32 o f  1978 provided several incentives aimed at 
encouraging both domestic and fo re ign  p r iva te  investment in  tourism  
as well as o ther sectors .
Nearly 50 percent o f  the fo re ign  investment are in  the form o f 
equ ity  c a p i ta l .  Foreign investo rs  enjoy a wide range o f  p r iv i la g e s  
f a l l i n g  under fou r  categories :
•  exchange contro l f a c i l i t i e s  and p r iv i la g e s  re la t in g  to  the 
re p a t r ia t io n  o f  p r o f i t  and c a p i ta l .
$ exemptions from ta xa t io n  and customs duties in c lud ing  personal 
taxa t ion  o f  exp a tr ia te s .
• exemptions from ce r ta in  labour laws.
•  guarantees against e x p ro p r ia t io n .
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4 .3  GOVERNMENT CONTROL ON PRICES IN HOTELS
4.3.1 H is to r ic a l  development o f  hotel p r ice  system
Government in te rv e n t io n  in hotel business in Egypt dates back to  the 
Second World War. In 1941 Law 38 was enacted which c la s s i f ie d  
"p u b l ic  in s t i t u t io n s "  in to  (a) establishments prov id ing  food and/or 
d r inks fo r  consumption on the premises such as res tau ran ts ,  coffee 
shops and bars; (b) establishments fo r  accommodation such as h o te ls ,  
boarding-houses and fu rn ished apartments. Almost one year la te r  the 
M i l i t a r y  Order No. 421 o f  1942 requ ired hotels to  publish t h e i r  prices 
and the percentage they charged f o r  serv ice which should not exceed 
10%.
This M i l i t a r y  Order was cancelled in  1945 and i t s  te x t  was added as 
A r t ic le  684 o f  the C iv i l  Law. Government contro l o f  the hotel business 
was fu r th e r  advanced by the M in is t ry  o f  Commerce .decree no. 329 o f  
1949 which requ ired these establishments to submit t h e i r  p r ices to the 
M in is try  f o r  stamping. I t  also requ ired hotel establishments to  o f fe r  
res idents  a f ix e d  menu o f  lunch from 12.30 to  3.00 p.m. and dinner 
from 7.30 to  9.00 p.m. in  add it ion  to  the a la  carte  l i s t  to  allow 
res idents  to  choose e i th e r  o f  the two options. Hotels were not 
requ ired , however, to  o f f e r  the f ix e d  menu to  non-res idents . Fu rthe r­
more, the decree spe c i f ie d  th a t  the f ix e d  lunch and d inner should 
cons is t o f  a t  le a s t  three and fou r  courses ( items) res p e c t iv e ly .  But 
in  s p i te  o f  these in te rv e n t io n s  ho te ls  maintained the f u l l  freedom to 
set t h e i r  p r ices except f o r  serv ice charge which should not exceed 10%.
In 1956 law no. 371 was enacted to  strengthen government p r ice  con tro l 
over hotel business in  Egypt. I t  replaced a l l  proceeding laws and 
decrees and requ ired p r ices to  be set f o r  each room in  hote ls and 
boarding houses according to  i t s  cond it ion .  I t  became compulsory fo r  
p r ices to  be published f o r  both s in g le  and double occupancy fo r  each 
room w ith  or w ithou t food. Price l i s t s  had to  be stamped by the 
T o u r is t  Agency fo r  Cairo establishments and R eg is tra t ion  Bureaux in 
o ther areas.
To set hote l room p r ic e s ,  a cost formula was used where cost items 
were estimated fo r  a period o f  one year,  then added and d iv ided  by the
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number o f  days. The cost items used were: sa la r ies  and general
expenses per room, l i g h t  and power per room, room's share o f  fu rn i tu re  
dep rec ia t ion , room’ s share o f  b u i ld in g  dep rec ia t ion , in te re s t  and 
insurance and tax.
Law no. 371 o f  1956 continued in  e f fe c t  u n t i l  1973 when law no. 1 o f 
1973 was enacted to  govern hote l p r ices  (among other th ings )  u n t i l  the 
present time.
4 .3 .2  P r ic ing  system (1973-1983)
The curren t p r ic in g  system o f  hotel services is  b a s ic a l ly  determined by 
A r t ic le s  10, 12, 13, 14 and 23 o f  law no. 1 o f 1973 which replaced laws 
371 and also 372 o f  1956. I t  designated the M in is te r  o f  Tourism to  be 
the a u th o r i ty  f o r  f i x in g  pr ices fo r  hotel services ( A r t i c le  12). I t  
also s pec if ie s  th a t  these pr ices are the maximum prices above which i t  . 
is  unlawful to  ask c l ie n ts  to  pay or to  refuse to  render services in 
re tu rn  fo r  such amounts being o f fe red  ( A r t i c le  10). Thus hote ls  can 
change the f ixe d  prices or less. This in te rp re ta t io n  o f  the law has 
been in force up to  and through the 1982;83 season. The concept o f  
"minimum average p r ic e " ,  where determined prices should not average 
below a c e r ta in  minimu, was used fo r  the 1983-84 season, The d e ta i ls  
o f  the new system w i l l  be explained la te r  in  t h is  section o f  the thes is .
4 .3 .3  Hotel serv ices sub jec t to  p r ice  contro l
Although A r t ic le  12 o f  law no. 1 o f  1973 states th a t  "the M in is te r  o f  
Tourism sha ll f i x  p r ices o f  s ta y ,  en try  and fréquen ta t ion  fees, the 
prices o f  meals, ea tab les, d r inks  and o ther services o ffe red  by the 
e s ta b l is h m e n t . . . , . " ,  p r ices were on ly  c o n tro l le d  fo r  hotel ' re g u la r '  
serv ices. These services were id e n t i f ie d  as fo l low s :
(a) Rates (p r ices )  fo r  s ing le  and double rooms and s u i te s .
(b) Both f ix e d  menu and a la  ca rte  meals.
(c) So ft and hot beverages and a lc o h o l ic  d r inks .
(d) Add it iona l items and serv ices which are not included as requirements
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f o r  hotel c la s s i f ic a t io n  such as video se rv ice ,  t e le v is io n ,  
room mini bar, a i r  cond it ion ing  u n i ts ,  heaters, ......... e tc .
(e) Compulsory boarding.
Prices o f o ther regu la r  services such as laundry s e rv ice ,  iron ing  and 
others were not c o n tro l le d  although i t  was required th a t  these prices 
were published to hote l res iden ts .  However,the ra t io n a le  behind th is  
approach is  th a t  i f  these la t t e r  p r ices  become h igher than expected 
the General Department f o r  Hotels in  the M in is try  o f  Tourism w i l l  
move towards c o n t ro l l in g  these items as w e l l .
As f a r  as o ther hotel services such as the use o f  ba llrooms, reception 
h a l ls ,  conference f a c i l i t i e s ,  en terta inm ents, wedding ceremonies e tc . 
are concerned they are regarded as non-regu lar serv ices and are not 
sub ject to  p r ice  con tro l by the M in is t ry  o f  Tourism and, th e re fo re ,  
l e f t  to  nego tia t ion  between c l ie n t  and establishment.
(a) Accommodation Prices (room ra tes)
Room rates are set f o r  each hotel in d iv id u a l ly  on the basis o f  i t s  
category ( s ta r - ra t in g )  and lo c a t io n .  Therefore there is  no f ix e d  
p r ice  fo r  a l l  hote ls  o f  the same category in s p i te  o f  the apparent 
s im i l a r i t y  among the pr ices  o f  f i v e - s ta r  ho te ls .  Techn ica lly  and on 
occasion as a matter o f  f a c t ,  a p r ice  is  set f o r  each room in  the 
hote l and should be published as such. Prices are set f o r  double­
occupancy, then discounts are app lied to  determine the s in g le  ra te . 
These amount from £3 to  £5 f o r  f i v e -  and fo u r -s ta r  ho te ls  and to  
about £2 fo r  lower categories . This approach d i f f e r s  from the 
procedure common elsewhere, where the s ing le  ra te  is  considered to  be 
75% o f  a double room. The ra t io n a le  f o r  the d iscount o f  £3 to  £5 etc 
is  to  encourage double occupancy since the p r ice  d i f f e r e n t ia l  is  small 
compared w ith  s ing le  ra te  at times when demand exceeds supply as 
the case was during the la s t  s ix  years. I t  should be noted also th a t  
due to  lo ca t ion  i t  is  genera lly  the case th a t  Cairo ho te ls  are more 
expensive than are comparable categories in  o ther areas. Also pub lic  
sector hote ls  charge lower p r ices than p r iva te  or j o i n t  venture / 
fo re ign  managed hote ls  to  compensate fo r  d i f fe rences  in  f a c i l i t i e s  and 
serv ices.
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(b) Food and Beverage Prices
Prices fo r  food, whether on a f ixe d  menu or a la  carte  l i s t ,  are set 
by the M in is try  o f  Tourism on the basis o f  cost estimates submitted 
by hote ls  and M in is try  research. However, there are minor v a r ia t io n s  
among prices both o f  ta b le  d 'ho te  menu and a la  carte  items between 
d i f f e r e n t  ho te ls . The pr ices d i f f e r  p a r t ic u la r ly  between categories. The 
same is  true  fo r  non -a lcoho lic  beverage prices which are on a hotel by 
hote l basis. Prices fo r  a lc o h o l ic  d r inks  ( l iq u o r ,  wines and beer) are 
f ix e d  fo r  each o f  the hote l ca tegories . The d if fe rence  among categories is  
a r e f le c t io n  o f  the cost o f  serv ice associated w ith  the product. The 
prices are determined annually  and c irc u la te d  to hote ls f o r  compliance.
Once more, the f ix e d  p r ices are maximum p r ices ,  and i t  is  possib le  fo r  
ho te ls  to  lower these prices i f  needed.
(c) A dd it iona l Items and Services
Addit ions re fe r  to  items and serv ices which are not a p re - re q u is i te  o f  
a p a r t ic u la r  grade. For example, a i r  cond it ion ing  is  not required fo r  
th re e - ,  two-, and one-s tar h o te ls .  Therefore, i f  provided in  any o f  
these categories by a h o te l ,  i t  is  c a l led  an a d d it io n ,  and the hotel 
is  able to  charge an add it ion a l f ix e d  fee fo r  i t .  Add it iona l items 
are determined as are t h e i r  maximum prices so th a t  a hotel could 
charge these p r ic e s ,  or le ss ,  i f  they request i t .  The la te s t  l i s t  o f  
costs o f  add it ions  set by the M in is t r y  o f  Tourism is  LE 1.65 fo r  
a i r - c o n d i t io n in g ,  LE 0.75 fo r  m in i-b a rs ,  LE 1.50 fo r  co lour TV,
LE 1.00 fo r  black and white  TV and LE 0.25 fo r  fans and heaters.
(d) Compulsory Boarding
I t  is  compulsory f o r  a l l  ho te ls  in  Egypt to  provide a con tinen ta l type 
b reak fas t.  However, ho te ls  can also add o ther types o f  meals at 
p r ices prev ious ly  determined by the M in is t ry  o f  Tourism.
U n t i l  the end o f  the 1982-83 season, ha lf-board  was compulsory fo r  
ho te ls  in  some areas outs ide Cario - on a seasonal bas is ,  A lexandria 
and summer reso r t  areas and Luxor (Aswan and other w in te r  re s o r t  areas) 
Yet Cairo hote ls are not allowed to  o f fe r  h a l f  or f u l l  board terms at 
any time o f  the year. However, specia l arrangements are made fo r
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groups according to  the requ ired package o f  serv ice , I t  is  worth 
no t in g ,  however, th a t  f lo a t in g  ho te ls  apply fu l l -b o a rd  p o l ic y  during 
t h e i r  t r i p s .
4 .3 .4  Hotel p r ic in g  procedure
A r t ic le s  12, 13 and 14 o f  law no. 1 o f  1973 b r ie f l y  describe h o te l-  
p r ic in g  procedure. Two p r ic in g  cases are id e n t i f ie d  in  the law.
Case I deals w ith  e s ta b l is h in g  a new p r ice  fo r  the f i r s t  time fo r  a 
serv ice or item. Case I I  handles the procedure used fo r  annual p r ice  
m od if ica t ion  requests by h o te ls .  B a s ic a l ly  the procedures are the 
same fo r  the two cases except th a t  there is  a set data f o r  regu la r 
p r ice  m od if ica t ion  requests by hotel owners and management (March o f  
every yea r) .  The fo l lo w in g  are the steps used fo r  p r ice  s e t t in g :
(1) Hotels submit w r i t te n  a p p lica t ions  e i th e r  fo r  p r ic in g  a new 
service or requesting p r ice  m o d if ic a t io n .  I f  p r ice  - m od if ica t ion  
is  requested, the a p p l ic a t io n  should be submitted to  the
Department o f  Hotels o f  the M in is t ry  o f  Tourism during the month
o f  March. A pp lica t ions  should include the recommended p r ice  
l i s t .
(2) The Department o f  Hotels receives the M in is te r  o f  Tourism's p r ice  
gu ide lines according to  a r t i c l e  14. These gu ide lines  are 
formulated annually  a f t e r  rece iv ing  inputs from the Chamber o f 
Hotel Establishments, the Union o f  Tourism Chambers and M in is try  
research,
(3) The Department o f  Hotels examines the hotel ap p lica t io n s  and sets 
the prices on a case by case basis according to  the M in is te r 's  
gu ide lines . Hotels are n o t i f ie d  by the approved p r ice  l i s t .
This usua lly  occurs during the month o f  A p r i l .
(4) I f  the hotel does not ob jec t to  the approved p r ice  l i s t  then i t  is  
required to  submit p r ice  p u b l ic a t io n  forms fo r  c e r t i f i c a t i o n  by 
the Department o f  Hotels and must then pub lish  i t s  p r ices fo r  
customers in the reception  areas and guest rooms.
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(5) I f  the hotel ob jects to the approved p r ic e s ,  i t  must submit i t s  
opposit ion w ith in  f i f t e e n  days o f  n o t i f i c a t io n ,  The ob jec t ion  is  
re fe rred  to  an appeals committee o f  fou r  according to A r t ic le  13 
o f  law no, 1 o f  1973 and A r t ic le  no. 21 o f  the M in is try  o f  
Tourism Decree No. 343 o f  1974, W ith in t h i r t y  days the appeals 
committee should make i t s  recommendation to  the M in is te r  o f  
Tourism fo r  approval, f a i l i n g  th is  the hotel can then apply i t s  
own recommended prices u n t i l  the decis ion is  made.
Price v io la t io n s  are sub jec t to  A r t i c le  23 o f  law no, 1 o f  1973. 
V io la t io n s  are penalized by a f in e  o f  no less than LE 20.00 and 
no more than 200.00. I t  is  genera lly  f e l t  th a t  the penalty is  
not strong enough to fo rce  compliance,
4 .3 .5  P r ic ing  system 1983/84
The p r ic in g  system o f  1983/84 remains b a s ic a l ly  the same as th a t  used 
during the 1973-83 period. There has been no change in  the law on 
e x e cu t ive /a d m in is tra t ive  decrees. The on ly  d i f fe re n c e  is  in  the 
approach taken by the M in is try  o f  Tourism in  s e t t in g  hote l room ra tes . 
Although i t  is  on ly  one m o d if ic a t io n ,  i t  nevertheless re f le c ts  new 
th in k in g  and more s e n s i t i v i t y  towards the cu rren t s i tu a t io n  o f  supply 
and demand o f  hotel accommodation in  Egypt. I t  gives more d is c re t io n  
to  hotel management in  s e t t in g  room ra tes than the former approach.
Under the 1983/84 approach termed "Minimum Average Price C o n tro l" ,  
the M in is te r  o f  Tourism issued h is gu ide lines fo r  room rates as fo llow s
(a) The average s ing le  room ra te  should not be below:
Cai ro Other areas
Five s tars  (L .E .)  50 40
Four s ta rs  (L .E .)  37.5 30
Three s ta rs (L .E . )  25 20
The double room ra te  should equal the s ing le  room ra te  plus 25%.
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(b) Under ce r ta in  cond it ions the hotel can develop a p r ice  l i s t  
where the average pr ice  is  below the approved ra te  in  (1 ),
However, the reduction should not exceed 50% o f  th a t  ra te .  The 
cond it ions are sub ject to  M in is t ry  o f  Tourism approval,
(c) The "minimum average pr ice  c o n tro l"  does not apply to  the two- 
and one-star ho te ls .  Consequently they are authorised to increase 
t h e i r  cu rren t pr ices (1982-83) by up to  10% according to  the 
M in is t ry  in sp e c to r 's  reports .
The 1983-84 gu ide lines are also more l ib e ra l  in  terms o f  group-rates. 
They provide fo r  the fo l lo w in g : -
(a) Groups o f  15 persons o r more should be given 25% discount and in
case o f  grea ter business an a dd it ion a l 10% discount may be given.
Also ho te ls  outs ide Cairo may give group discount up to  50% o f  
the minimum average ra te ,
(b) Conferences reg is te red  at the Egyptian A u tho r i ty  f o r  Promotion o f
Tourism (EGYPT) w ith  members exceeding 200 are e l ig i b le  f o r  50%
di scount.
(c) The ra teso f suites are not regu la ted , and i t  is  up to  the hotel to 
determine these and submit them fo r  c e r t i f i c a t io n .
I t  is  r e la t i v e ly  premature to  assess the e f fe c ts  o f  the new p r ic in g  
approach a t t h is  time. However, i t  d e f in i t e ly  overcomes some o f  the 
problems faced by the previous system fo r  the f i v e - ,  fo u r -  and th ree - 
s ta r  ho te ls .  I t  gives hotel management more d is c re t io n  in  s e t t in g  room 
rates as long as the ca lcu la ted  average minimum ra te  is  not below the 
approved ra te . Also i t  f ix e s  the average minimum ra te  per hotel 
category ra th e r  than f i x in g  an in d iv id u a l set o f  ra te  per h o te l.
4 .3 ,5  The o f f i c a l  p r ice  s t ru c tu re  1979-83
In order to  describe the o f f i c i a l  (approved) p r ice  s t ru c tu re  fo r  the 
la s t  fo u r  years i t  is  necessary to  compare the records o f  the M in is try  
o f  Tourism w ith  o ther sources. Apart from enquir ies o f  the hote ls 
themselves the most complete source was id e n t i f ie d  as the Chamber o f
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Hotel Establishments D irec to ry  o f  Hotel Prices and the data obtained 
is  summarized in tab le  (1 ).
Table 1
Average O f f ic ia l  Hotel
Double Room Rate by Area During the 1979-1983 Period
Area/Season
1. Cairo
1979-80
1980-81
1981-82
1982-83
Average o f f i c i a l  room ra te  L.E. 
5 -s ta rs  4 -s ta rs  3 -s ta rs
30.30
33.73
44.97
51.19
17.13
19.34
24.96
28.47
13.28
13.21
16.69
23.77
Other Areas
1979-80
1980-81
1981-82
1982-83
14.96
23.73
34.49
35.69
12.72
13.96
20.10
23.72
7.71
9.30
11.70
15.75
A l l  Areas (1 and 2)
1979-80
1980-81
1981-82
1982-83
26.50
31.93
42.85
48.25
14.73
16.44
22.44 
26.06
11.86
12.39
15.58
22.04
Source: Price taken from the Chamber o f  T o u r is t  Establishment
published D irec to ry  from 1979-80 to  1982-83.
The data in Table (1) shows th a t  the average double room ra te  fo r  Cairo 
hote ls  has been much h igher than th a t  f o r  o ther areas across a l l  the 
h igher grades during the la s t  fo u r  seasons. Also pr ices were sharply 
increased during the la s t  two seasons, es p e c ia l ly  f o r  the 1981-82 
season. Moreover, the p r ice  spread between grades is  q u i te  wide to  the 
exten t th a t  the average rack -ra te  f o r  f i v e - s ta r  Cairo hote ls  has been 
almost double the ra te  o f  fo u r -s ta r  h o te ls ,  wh ile  the d if fe rence  
between fo u r -s ta r  and th re e -s ta r  p r ices is  much narrower.
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4.3. Rate o f  p r ice  change
Increases in  o f f i c i a l  room ra te  pr ices fo r  various categories o f hote ls 
during the 1979-80 to  1982-83 seasons fo r  Cairo and other areas are 
summarized in Table (2 ).  The data ind ica tes  a h igher ra te  o f  increase 
over the to ta l  period fo r  hote ls  in  the three higher grades outside 
Cairo than w i th in  i t .
I t  is  p a r t ic u la r ly  notable th a t  average rates o f  increase o f room-rates 
f o r  a l l  grades o f  hote ls both w ith in  Cairo and in  o ther areas over the 
period as a whole are approximately double the ra te  o f  change in the 
consumer p r ice  index fo r  the urban popula tion.
Table 2
Rate o f  Hotel Price Change (rooms) 1979-1983^^^
1980-81 1981-82 1982-83
to  to  to
1979-80 1980-81 1981-82
1. F iv e -s ta r  Hotels
Cairo 11.3 33.3 13.3
Other areas 58.6 45.3 0.34
A l l  20.5 34.2 12.6
2. Four-s ta r Hotels
Cairo 12.0 25.0 14.0
Other areas 9.0 43.0 18.0
3. Three-s tar Hotels
Cairo 0.0 26.0 42.0
Other areas 25.0 25.0 34.0
A l l  4.0 25.7 41.4
4. Change in Consumer^^)
Price index fo r  Urban areas 10.4% 13,4% 10.3%
Source: (1) Chambers o f  Tourism Establishments' D irec to ry  1979-80,
1980-81, 1981-82, 1982-83.
(2) Central Agency fo r  Public  M o b il iza t io n  and S t a t is t i c s ,  
and (Arab) Investment Bank (Cairo)
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The Actual Price S truc tu re  during 1979-83
In considering the e ffec t iveness  o f p r ice  re g u la t io n ,  i t  is  necessary 
to  examine the extent to  which there is  compliance w ith  the o f f i c i a l l y  
approved s tru c tu re  up to  1983 the regulated p r ice  s t ru c tu re  was the 
maximum p r ice  above which hote ls could not charge those customers 
w ithou t being sub ject to  legal pena lt ie s  (apart from those hotel 
fu n c t ions /se rv ice s  which were not sub jec t to  p r ice  c o n t ro ls ) .  However 
hote ls had the legal r ig h t  to  s e l l  below the o f f i c i a l l y  approved p r ice  
and were able to  o f fe r  special d iscounts in almost a l l  conventional 
cases. O u tr igh t reduction o f  p r ices  has e sp e c ia l ly  occurred during 
the la s t  two years in  order to  deal w ith  the decreasing demand by both 
fo re ign  t o u r i s t  and business customers and the need to  develop the 
loca l market demand. I t  would appear th a t  t h is  move by some ho te ls ,  
in c lud ing  Cairo surburban f i v e - s ta r  h o te ls ,  has caused strong 
complaints from the down-town ho te ls  in  Cairo e sp e c ia l ly  those in the 
fo u r -s ta r  category. Consequently i t  is  conceived th a t  p r ice  
competit ion was among the reasons behind the adoption o f  the new 
p r ic in g  approach f o r  the year 1983-84. I t  should be noted, however, 
th a t  customers do not on ly  pay the published p r ice  but the fo l low ing  
items are added to  the b i l l :
12% serv ice charge
2% loca l tax  ( d i f f e r s  according to  the ru l in g  ra te ;  2% in  Cairo)
L.E, 0,050 municipal fee (Cairo)
A dd it iona l charges are made fo r  con t inen ta l b reakfas t (compulsory) and 
fo r  o ther meals and services as p rev ious ly  expla ined. Therefore the 
charged p r ice  is  always above the published p r ice  fo r  almost a l l  
ho te ls  w ith  few exceptions.
In p ra c t ice  most hote ls  operate some system o f  d iscounting although 
there is  a wide v a r ia t io n  in terms o f  the type o f  special notes and 
the ex ten t o f  d iscounts. The f i v e -  and fo u r - s ta r  ho te ls  have 
r e la t i v e ly  w e ll-de f ined  p o l ic ie s  in  t h is  respect as do the pub lic  
sector managed h o te ls ,  w h ile  o the r categories do not have c le a r  
p o l ic ie s  and operate on an ad hoc basis.
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The discounts on rack-ra tes  d i f f e r  among hote ls and are subject to  
a v a i l a b i l i t y  based on occupancy ra tes , Also some hote ls  apply the 
same discount ra te  a l l  year round, w h ile  others give a higher ra te  
during the off-season and a lower ra te  during the season. From 
in d iv id u a l hotel enqu ir ies  i t  is  noted th a t  the rack-ra tes  range 
from 10% to 50% with a commonly app lied ra te  o f  25%,
The pub lic  sector ho ld ing hote l company. The Egyptian Hotels Company, 
which owns and manages (4) f i v e - s ta r  h o te ls ,  (12) f o u r - s ta r  hote ls 
and (3) th re e -s ta r  hote ls  f o r  a to ta l  o f  19 ho te ls  has a discount 
po l ic y  where the discount ra te  ranges from 10% to 40%. The p o l ic y  
is  more l ib e ra l  in  i t s  discount ra tes fo r  the off-season period than 
the regu la r  season as is  shown in  Appendix 4,1,
4 .3 .8  Benefits  and d is b e n e f i ts  o f  p r ic in g  con tro l
Arguments can be advanced both in  favour o f  and aga inst systems o f  
p r ice  co n tro l .  From the to u r  operators po in t o f  v iew, p r ice  regu la t ion  
can help to s t im u la te  demand and provides a measure o f  p ro tec t ion  
f o r  to u r is ts  against e x p lo i ta t io n .  In a s i tu a t io n  where the supply 
exceeds demand, con tro l reduces the r is k  o f  f i v e -  and fo u r -s ta r  hote ls 
lowering t h e i r  prices to  des tru c t ive  leve ls  f o r  o ther categories .
Some form o f  o rgan isa t iona l con tro l over v i t a l  business matters such 
as prices is  arguably necessary where there is  both p u b lic  and p r iv a te  
ownership o f  ho te ls .
However, tak ing  in to  account the commercial nature o f  hotel business, 
strong reasons can be put forward aga inst any form o f  c o n t ro l ,  
thereby enabling a market p r ice  system to  operate. For example, 
con tro l over p r ices does not a llow  the f l e x i b i l i t y  needed to  deal 
w ith  a v o la t i le  and an e la s t i c  demand indus try  nor does i t  lead to 
serv ice improvements which can enhance Egypt's a t t ra c t iv e n e s s .
Moreover c o n tro l le d  pr ices tend to  r e f l e c t  cost ra th e r  than demand, 
and i t  has been shown th a t  p r ices  have s te a d i ly  increased even as 
supply was o u ts t r ip p in g  demand. Price contro l mechanisms are not 
sens it ive  enough to  deal w ith  the needs o f the d i f f e r e n t  and 
constan tly  changing market segments.
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4 ^ 4  Hotel o pe ra tio ns
In order to  evaluate the e f fe c ts  o f  government in te rve n t io n  on hotel 
operations a sample o f  nine hote ls owned by the Egyptian Hotel 
Corporation were selected fo r  ana lys is .  Seven o f  the hote ls were 
fo u r -s ta r  grade, one f i v e - s ta r  and one one-star. The revenues and 
costs o f  each hotel were determined fo r  one year - 1981 - by examining 
t h e i r  in d iv id u a l accounts. The f ig u re s  in  Egyptian Pounds were then 
converted to  US Do llars to  enable comparisons to  be made w ith  other 
in te rn a t io n a l  hotels at the p re v a i l in g  ra te  o f  exchange o f  1$ = 0.83 LE
Both income and costs were ca lcu la ted  on a per room basis and showed 
f a i r l y  wide v a r ia t io n s  as ind ica ted  in  Table
Table 1981 Results
Location Hotel Rooms Income per Costs per Net income per
Fi ve -s ta r
room (a) 
US$
room (b) 
US$
room (c) 
US$
Alexandria A 234 9734 6133 3601
One-star
Aswan I
Four-s ta r
20 4281 2684 1597
Luxor B 224 6977 4092 2885
Luxor C 85 7884 5750 2134
Aswan D 100 21382 12618 8764
Aswan E 120 7182 4346 2836
Cairo F 75 10463 7034 3429
Cairo G 272 5806 3937 1869
Aswan H 36 4983 5403 420
Notes (a) Gross revenues f o r  a l l  sales
(b) D irec t and in d i r e c t costs
( c ) . Before repayment o f  c a p i ta l  and in te re s t  and o ther f ixed
charges
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The net income (before f ix e d  charges) fo r  s ix  fo u r -s ta r  and one 
f i v e - s ta r  hotels averaged US$ 3645 per room i f  the loss making hotel
(H) and one-star property ( I )  both at Aswan, are excluded. This is  
s ig n i f i c a n t l y  less than hote ls  o f  s im i la r  grades in o ther parts o f  the 
world . According to  Pannell,  Kerr Fors ter^^) the average net income 
(before f ix e d  charges) per hotel room was $ 7820 in 1981. In the 
Middle East Region th is  average was $ 8684, S im ila r  f igu res  are quoted 
in o ther in te rn a t io n a l surveys.
I t  would, th e re fo re ,  appear th a t  Government owned hote ls  in  Egypt 
are not as p ro f i ta b le  as hote ls genera lly  and, to  f in d  an exp lana tion , 
an examination has to  be made o f  the actual income and costs.
Charges f o r  rooms, food and beverage sales in Egypt include a 
compulsory 12 percent serv ice charge and th is  is  trea ted  as pa rt  o f  the 
sales revenue. The income per room varies  w ide ly depending to  a large 
extent on the percentage o f  occupancy and on food and beverage sales. 
According to  the Pannell Kerr Fo rs te r  surveys the ove ra l l  averages fo r  
Middle Eastern hote ls  are:
A l l  Middle Eastern Hotels
Total Revenues 
Room operations 
Net Revenue 
Departmental Expenses
Departmental Income
Food and Beverage Operations 
Food Net Revenue 
Beverages Net Revenue 
Total Food and Beverage Expenses
Departmental Income
Per Room 1981 
30821
14937
2881
12056
8618
2925
8614
2929
% o f  to ta l  
revenues
100.0
48.5
9.3
29.5 
9.5
29.5
(1) Pannell Kerr F o rs te r  "Trends in  the In te rn a t io n a l Hotel Industry" 
In te rn a t io n a l E d it ion  1982, Houston P.K.F. 1983.
99
Per Room 1981 % o f to ta l
US$ revenues
Other Operations
Total Revenues 3862 12.5
Total Expenses 2150 7.0
1712
Total Operated Departments Income 16697 54.2
Und is tr ibu ted  Operating Expenses 8013 26.0
Income before f ix e d  charges 8684 28.2
Source: Pannell Kerr F o rs te r ,  "Trends in the Hotel In d u s try " ,  1982.
Comparative data fo r  the seven represen ta t ive  hote ls in  Egypt shows an 
average net revenue o f  $ 4460 from room operations and an average net 
revenue ffom food and beverage operations o f  $ 3942 and $ 876
res p e c t iv e ly .  I t  is  apparent th a t  a l l  types o f  revenue are well below 
the average fo r  o ther ho te ls  in  the Middle East, Average room 
revenues is  only 30 percent o f  th a t  achieved by ho te ls  in  the region. 
Food revenues average 46 percent and beverages revenue 30 percent o f  
the average revenues in  hote ls elsewhere.
There are several explanations fo r  these low f ig u re s .  The room 
occupancies are probably lower than most in te rn a t io n a l hote ls  because 
o f  seasonal e f fe c ts  but t h is  could not be v e r i f ie d  in  the hote ls 
concerned since d e ta i led  records are not kept. In a d d it io n ,  i t  is  the 
p rac t ice  in  Egypt to  quote room occupancy f igu res  re la te d  to  the
av a i la b le  rooms. The la t t e r  does not include rooms which are out o f
use fo r  maintenance, se rv ic ing  and o ther reasons and th is  tends to  
d i s t o r t  the ove ra l l  percentage occupancies achieved.
However, a second fa c to r  is  also s ig n i f ic a n t .  Room prices and 
in c lu s iv e  food and beverage charges are f ix e d  by government regu la t ion  
each year and tend to  be kept a r t i f i c a l l y  low p a r t ic u la r ly  fo r  the 
high class ho te ls .  This aspect o f  le g is la t io n  is  examined under
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The ove ra l l e f fe c t  is  to  depress revenues by some 56 percent and 
th is  has a detr im enta l consequence fo r  the economic bene fi ts  derived 
from hotel investment.
Operating Costs
Because o f  d if fe rences  in  accounting methods i t  is  not possib le to  draw 
exact comparisons between the costs o f  hotel operations in  Egypt w ith  
those in  in te rn a t io n a l h o te ls .  Nontheless the operating costs are 
s ig n i f ic a n t .  Out o f  the to ta l  revenue per room averaged f o r  the 
seven Egyptian hote ls o f  $ 9664, the expenses amount to  $ 6273 per room, 
65 percent o f  the t o t a l ,  g iv in g  an income per room, before f ix e d  
charges, o f  $ 3391 or 35 percent o f  the revenue. Two features o f  hotel 
operation in Egypt are ev ident when these f igu res  are measured against 
o ther in te rn a t io n a l hote ls  in  the Middle East. F i r s t l y ,  although 
income per room is  low, so are the opera ting expenses. In percentage 
terms, expenses amount to  65 percent o f  the to ta l  revenue g iv ing  a 
somewhat h igher percentage - 35.0 as opposed to  28.2 percent f o r  hote ls  
genera lly  - o f  the revenue as income. However, the second po in t  to  be 
noted is  the r e la t i v e ly  low income achieved from hotel opera tions. At 
$ 3391 per room i t  is  on ly  39 percent o f  the income before f ix e d  charges 
derived by ho te ls  in  the Middle East.
Income per employee
The average number o f  employees per hote l room fo r  hote ls  o f  f i v e - s ta r  
grade is  1,87, f o r  fo u r - s ta r  ho te ls  i t  is  1,48 and fo r  one -s ta r  hote ls  
0.25.
Taking the reduced sample o f  seven hote ls  the to ta l  revenue per 
employee is  $ 6334 and the income per employee before f ix e d  charges, 
is  $ 2219. Average sa la r ie s  f o r  employees in  Egyptian hote ls  are 
LE 750 ($ 622.5) per yea r ,  which is  r e la t i v e ly  low. A hotel employee 
thus generates an income o f  3.56 times h is  sa la ry  a f te r  deducting 
operating expenses. In terms o f  t o ta l  hote l revenue, employee wages 
and s a la r ies  represent on ly 9.8 percent which is  considerably less than 
average o f  19.3 percent f o r  hote ls genera lly  in the Middle East. I t  is  
in te re s t in g  to  note th a t  t h is  is  less than the 12 percent serv ice
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charge lev ied  on sales.
Employment in  Egyptian government owned hote ls is  c lo se ly  regulated 
and in d iv id u a l hotel managers have l i t t l e  d is c re t io n  as to  the numbers 
o f  s t a f f  employed nor t h e i r  sa la ry  le v e ls .  Indeed, the procedures fo r  
appointment and dismissal o f  s t a f f  are la id  down and, as a r e s u l t ,  
there is  a d is in ce n t ive  f o r  employees to  id e n t i f y  themselves w ith  the 
success o f  the opera tion.
Overall performance
In drawing conclusions from hotel performance i t  may be said th a t  
government involvement in  hote l opera tion is  not conducive to  dynamic 
en te rp r ise  nor to  high p r o f i t a b i l i t y .  Revenues and incomes are low 
as, indeed, are s a la r ie s ,  wages and o ther costs. The f u l l  economic 
bene fits  fo r  government investment in  the ho te ls  does not appear 
to  be rea lised .
Comparing hote ls by lo c a t io n ,  does not show any s ig n i f ic a n t  v a r ia t io n  
from one region to  the next except in  r e la t io n  to  one hotel in  Aswan 
which has an e xcep t iona l ly  poor performance and has, th e re fo re ,  been 
discounted in  t h is  ana lys is .
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4.5 HOTEL OPERATION AND PERFORMANCE
4.5.1 Public sector ho te ls  : accounting systems 
Public  sector hote ls  f a l l  in to  two main groups;
# Egyptian Hotels Company (E.H.C.) c u r re n t ly  owns and manages 
seventeen hote ls  o f  which fou r  are f iv e - s ta r  grade, twelve 
fo u r -s ta r  and one th re e -s ta r  grade;
# Egyptian General Organisation fo r  Tourism and Hotels (E.G.O.T.H.) 
c u r re n t ly  owns - but does not manage - eleven h o te ls ,  seven o f 
which are f i v e - s ta r  hote ls  and fou r  f lo a t in g  ho te ls .
Ind iv idua l ho te ls  owned by the Egyptian Hotels Company provide the 
c o n t ro l l in g  o rgan isa t ion  w ith  opera ting data which are processed 
according to  the Standardized Accounting System. D e ta i ls  o f  f ixe d  
assets transac tions  are not in c lud ed . in  the data reported by ho te ls .
The use o f  the Standardized Accounting System is  mandatory fo r  a l l  
p ub lic  sector companies. However, i t  was not s p e c i f i c a l l y  designed 
fo r  hotels and as a consequence, the re su lts  obtained from th is  
system are only general in  nature and not p a r t ic u la r ly  meaningful fo r  
the accounting ana lys is  o f  hotel operations. In a dd it ion  to  the 
opera ting re s u lts  o f  in d iv id u a l h o te ls ,  the Egyptian Hotels Company 
prepares an aggregated "P roduction, Trading and P r o f i t  and Loss 
Statement" showing the compounded annual re su lts  o f  operations o f  a l l  
the owned ho te ls  toge ther w ith  the re s u lts  o f  the hold ing company 
i t s e l f  f o r  a f is c a l  year. A consolidated balance sheet is  also 
prepared at the end o f  the f is c a l  year.
Hotels owned by the Egyptian General Organisation fo r  Tourism and
Hotels are operated through contracts  w ith  in te rn a t io n a l management companies
(Meridan, Oberoi and Sheraton). Monthly operating statements are 
submitted by each hotel management showing p a r t ic u la r ly  the 
c a lc u la t io n  o f  the Gross Operating P r o f i t  as defined by the management 
con trac t.  The hote l balance sheet included in  these schedules is  
an "opera ting  balance sheet" which shows only cu rren t assets, cu rren t 
l i a b i l i t i e s  and the owner company's account. Fixed assets, long-term
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loans, and invested c a p ita l  are omitted from such balance sheets on 
the grounds th a t  they belong to the owner company. A consolidated 
"Account o f  cu rren t opera tions" and a consolidated balance sheet are 
prepared in  compliance w ith  the requirements o f the Standardized 
Accounting System,
The accounting arrangements adopted by E.H.C. and E.G.O.T.H. have 
ce r ta in  consequences in  the way such items as dep rec ia t ion , in te r e s t ,  
and income taxes are trea ted .
Public  ownership and opera tion o f  hote ls  in  Egypt incurs extra  
o rgan isa t iona l expenses which have to  be lev ied  against the 
p r o f i t a b i l i t y  o f  the in d iv id u a l  u n i ts .  For example the annual p r o f i t  
and loss statement o f  the Egyptian Hotels Company makes p rov is ion  fo r  
two kinds o f  marketing expenses - those incurred by in d iv id u a l hote ls 
and the expenses o f  the hold ing company i t s e l f .  The l a t t e r  
represents a s ig n i f ic a n t  a d d it io n a l cost to the hotel accounts. 
S im i la r ly ,  the a d m in is t ra t iv e  costs incurred in  supe rv is ing , 
f in a n c in g ,  and commissioning new hotel p ro je c ts ,  re la ted  engineering 
work and fu tu re  developments is  included in  the accounts fo r  the 
E.G.O.T.H.
Depreciation o f  f ix e d  assets is  not charged to  the revenues o f  each 
hotel but only appears in  the f in a n c ia l  statements o f  the two holding 
companies. A s im i la r  approach is  adopted fo r  income tax assessments.
4 .5 .2  Analysis o f  hote l p r o f i t a b i l i t y
The ob jec t ives  o f  t h is  part o f  the study were to  assess the 
p r o f i t a b i l i t y  o f  ho te ls  in  Egypt tak ing  in to  account the contro l 
over p r ices and, hence revenues and also the e f fe c ts  o f  labour laws 
and o ther cost im p l ic a t io n s  fo r  hotel opera tion.
Analysis o f  the ove ra l l  p r o f i t a b i l i t y  o f  each hotel necessita tes the 
a p p l ic a t io n  o f  three measures o f  p r o f i t a b i l i t y  : gross operating 
p r o f i t ;  income r a t io s ,  and re tu rn  on c a p i ta l .
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The term gross operating p r o f i t  is  used to  denote the balance o f 
to ta l  departmental income a f te r  the deduction o f operating expenses 
and before deduction of f ixed  charges such as deprec ia t ion  and 
in te re s t .
The "gross operating p r o f i t "  has been selected fo r  ana lys is because i t  
is  exc lu s ive ly  c o n t ro l la b le  by management and hence represents a sound 
measure o f the success, or o therw ise, o f  management performance. In 
add it ion  the gross operating p r o f i t  is  defined along the same l in e s  in 
management contracts f o r  determining the ra t io s  o f  owner and operator 
shares in  accordance w ith  the agreements.
Income ra t io s  are ca lcu la ted  as the balance o f  hotel income which is  
payable to  the owner a f te r  deducting f ix e d  charges. Income ra t io s  are 
normally determined before taxes, and in d ic a te  the a b i l i t y  o f  the 
gross operating p r o f i t  to cover f ix e d  charges which represent a 
subs tan t ia l burden in the hotel in d u s try .  In the pub lic  sector hote ls 
income before taxes represents the main revenue item which accrues to  
the hold ing companies (E.H.C. and E.G.O.T.H.).
Income ra t io s  can only be e f fe c t i v e ly  ca lcu la ted  i f  the f ix e d  charges 
are known or can be estimated from re l ia b le  data. Such in fo rm ation  
was not ava i lab le  fo r  the purposes o f  t h is  study, but would 
undoubtedly be obtained f o r  more d e ta i le d  accountancy aud its .
S im i la r ly ,  analyses o f  re tu rn  on c a p ita l  need to  take account o f  
cu rren t ca p i ta l values. In Egypt few hote ls have been co n s is te n t ly  
revalued and the use o f  h is to r ic a l  costs leve ls  to  show a very low 
value o f  f ixe d  assets and u n r e a l is t i c a l l y  high rates o f  re tu rn .
Return on c a p ita l  is  an essen tia l fea tu re  o f  f e a s i b i l i t y  s tud ies fo r  
new p ro jec ts  but has not been included in  th is  thes is  because o f  the 
l im i te d  access to  data.
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CHAPTER 5
HOTEL INVESTMENT INCENTIVES
Investment incen t ives  are a common governmental s tra tegy  used to 
encourage the development or expansion in ce r ta in  economic sectors. 
Incentives are mainly designed to  make the ra te  o f re tu rn  on 
investment in  the concerned sec to r a t le as t  as a t t r a c t iv e  as other 
sectors. The impact may be e i th e r  to  reduce the cost and s ize o f 
investment or to  increase the re tu rn  on investment. The purpose o f 
t h is  pa rt  o f  the study is  to examine the nature and coverage o f 
hotel investment incen t ives  in Egypt.
5.1 TYPES OF INCENTIVES
5.1.1 Categorization
Investment incen tives  can be grouped in to  three ca tegories. The f i r s t  
group are the incen t ives  re la te d  to  the general investment c lim ate in 
Egypt which may also have an impact on the hotel sector. Incentives 
in  the second group have marginal e f fe c t  on the size or type o f 
investment in  the hote l in d u s try .  In the t h i r d  group are incen tives 
which have d i r e c t  e f fe c t  on hotel investments. The legal frameworks 
and a p p lica t ions  o f  incen t ives  in  each group are examined in the 
fo l lo w in g  sections.
5.2 GENERAL INVESTMENTS
5.2.1 Investment law
The package o f  in cen t ives  which have a genera l, however im portan t, 
impact on investment in  Egypt are those included in law 43 o f  1974 
and as amended by law 32 o f  1978. This law is  commonly re fe rre d  to 
as the Investment Law, I t  represents a major s h i f t  in  the investment 
c lim ate compared to  e a r l i e r  laws which l im i te d  fo re ign  and p r iva te  
investment in Egypt during the proceeding th ir te e n  years. The basic 
purpose o f t h is  law is  to create a c lim ate conducive to  p r iv a te  
investment, whether i t  is  fo re ign  or lo c a l ,  and i t  has s t im ula ted the
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f low  o f  p r iva te  and jo in t -v e n tu re  investments in to  the Egyptian 
economy inc lud ing  the hotel sector.
Among the major general incen tives  to  investments are: p ro tec t ion  
against n a t io n a l iz a t io n ,  re -e xp o r ta t io n  o f  invested c a p i ta l ,  
t ra n s fe r  o f  p r o f i t s ,  exemption from c e r ta in  import procedures, the 
legal e n t i t y  o f  the p ro je c t ,  c a p i ta l  v a lu a t io n ,  c a p i ta l  r e g is t r a t io n ,  
and ca p ita l increase-decrease procedures.
5.2 .2  N a t io n a l iza t io n  p ro tec t ion
A r t ic le  7 o f  law 43 o f  1974 and i t s  amendments s ta te  th a t :
"p ro je c t  may not be na t io na l ized  o r  confisca ted . The 
assets o f  such p ro je c ts  cannot be seized, blocked, 
confisca ted o r  sequestrated except by ju d ic ia l  
procedures",
This n a t io n a l iz a t io n  p ro tec t ion  was considered to  be an essen tia l 
incen t ive  to  p r iv a te  fo re ign  investment in  the l i g h t  o f  the recent 
h is to ry  o f  n a t io n a l iz a t io n  in  Egypt. Strong commitment to  p ro tec t 
fo re ign  investment was requ ired in  order to  create the proper c limate 
fo r  investment which could help in  a t t r a c t in g  the amount o f  ca p i ta l 
needed to  v i t a l i z e  the Egyptian economy.
5 .2 .3  Re-exportation o f  investment c a p i ta l
The Investment A u th o r i ty  was given the power to  sanction re -e xpo r ta t ion  
o f invested cap ita l as sp e c i f ie d  in  A r t ic le  21 o f  law 43 and i t s  
amendments. I t  s ta tes th a t :
"The party  concerned may request the re -e xpo rta t ion  o f  
the invested c a p i ta l  a f te r  ob ta in ing  the approval o f  
the A u th o r i ty 's  Board o f  D irec to rs  provided th a t  f iv e  
years sha ll have elapsed from the date o f im porta tion  
o f  c ap ita l f ix e d  in  the re g is t r a t io n  c e r t i f i c a t e " .
The a r t i c le  also gives the power o f  exemption to  the A u th o r i ty  to 
w a i v e  th is  cond it ion  in  c e r ta in  cases.
107
5 .2 .4  T ra n s fe r o f  p r o f i t s
Considering the exchange con tro l system which was in  fo rce  in  1974, 
i t  was necessary to inc lude legal prov is ions which gives the 
inves to r  the r ig h t  to  re -export  h is  p r in c ip a l investment and to 
t ra n s fe r  h is  p r o f i t s .  Both requirements were included in  law 43 o f 
1974 and i t s  amendments. A r t i c le  22 o f  t h is  law states the ru les fo r  
t ra n s fe r r in g  the re tu rn  on invested c a p ita l  abroad i f  so requested by 
the in ves to r.  I t  also o u t l in e s  the procedures th a t  must be fo llowed 
in th is  respect which were considered a s ig n i f ic a n t  l i b e r a l iz a t io n  o f 
e x is t in g  laws and s t i l l  represent a favourable treatment given to 
invested cap ita l in  p ro jec ts  enjoying the prov is ions o f  law 43 o f 
1974.
5.2 .5  Exemption from import procedures
In Egypt imports are sub ject to  a set o f  procedures ranging from the 
need to  obtain p r io r  approval to the normal red-tape procedures. To 
encourage p ro jec ts  approved under law 43 o f  1974 and i t s  amendments. 
A r t i c le  15 provides f o r  exemption from p r io r  approval ( l ic e n s e s ) .
I t  s ta tes th a t :
"en te rp r ises  enjoying the prov is ions o f  th is  law sha ll 
be allowed to  im port,  on cond it ion  o f  inspection  but
w ithou t a l icense , ..........   the production f a c i l i t i e s ,
m a te r ia l ,  machinery, equipment, spare parts and 
t ra n s p o r ta t io n  equipment requ ired fo r  the in s ta l la t i o n  
and operation o f  the p ro je c t  ...........
This p rov is ion  gives the in ves to r  the freedom to import h is 
requirements as needed w ithou t being sub ject to  p r io r  approvals or 
l im i ta t io n  as to  the use o f  loca l s u b s t i tu te s .  The p rov is ion  has 
been heav ily  used in  cons truc t ion  and equipping hote ls  in  order to  
meet the standard o f  q u a l i t y  and implementation schedules.
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5.2.6 Legal e n t i t y  o f  the p ro je c t
A r t ic le  9 o f  law 43 o f  1974 and i t s  amendments states th a t :
"Companies enjoying the p rov is ions  o f  th is  law sha ll be 
deemed to belong to  the p r iv a te  sector o f  the economy 
ir re s p e c t iv e  o f  the legal nature o f  the indigenous 
c a p ita l  p a r t ic ip a t in g  th e re in " .
The essence o f  t h is  p rov is ion  is  th a t  investment p ro jec ts  w i l l  be 
sub ject to  the laws and regu la t ions  governing the p r iva te  sector in  
Egypt. Therefore, they are not required to  comply w ith  laws a f fe c t in g  
the pub lic  sector which are considered to  be more r e s t r i c t i v e  and 
tend to  l i m i t  management d is c re t io n  in  various decis ion areas. This 
a r t i c le  gives the p ro je c t  the legal nature o f  a p r iv a te  sector 
en te rp r ise  even though p ub lic  sec to r companies may have p a r t ic ip a te d  
in  i t s  c a p i ta l .
5 .2 .7  Capital v a lu a t io n ,  r e g is t r a t io n  and increase-decrease
In Egypt c a p i ta l  va lu a t io n ,  r e g is t r a t io n  and increase or decrease are 
sub ject to  long and tedious procedures in vo lv ing  many regu la t ing  
agencies. To encourage new investment under law 43 and i t s  
amendments, new, s im p l i f ie d  procedures have been developed.
A r t ic le  13 o f  the M in is te r ia l  Decree No. 375 o f  1977 gives the 
Investment A u th o r i ty  the a u th o r i ty  o f  va lu ing imported in d u s t r ia l  
r ig h ts  and tang ib le  assets. Also A r t i c le  14 and 15 o f  the same decree 
spec ify  the s im p l i f ie d  regu la t ions  fo r  cap ita l re g is t ra t io n  whether 
in  form o f  cash, in d u s t r ia l  r ig h ts  or tang ib le  assets. As to 
c ap ita l increase or decrease a r t i c le s  39 and 40 spec ify  the required 
procedure, designating the Investment A u th o r i ty  as the agency w ith  
the power o f  approval. The essence o f  designating the Investment 
A u th o r i ty  represents a serious e f f o r t  towards s im p l i fy in g  procedures 
and encouraging investment as i t  is  t h is  A u th o r i ty 's  r e s p o n s ib i l i t y  
to  a t t r a c t  and s t im u la te  investment in  the d i f f e r e n t  sectors o f  the 
economy.
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5.3 INVESTMENT INCENTIVES AFFECTING EMPLOYMENT
5.3.1 Investment incen tives  w ith  marginal e f fe c t
This group o f  incen tives  tend to l i b e r a l iz e  the environment w ith in  
which investment p ro je c ts  operate. The ir  e f fe c t ,  however, important 
in o ther ways, is  considered marginal on the s ize o f  investments 
(although w ithou t them the c lim ate  might be such as to  de trac t  from an 
in s t i t u t io n  in ves t ing  at a l l ) ,  since t h e i r  main impact is  to  c lea r 
the way toward choice in  the composition and compensation o f  
management and the labour fo rce . The main elements o f  t h is  group o f  
incen tives  are: the formation o f  the Board o f  D ire c to rs ,  top
management compensation, labour laws and treatment o f  fo re ign  exports.
5.3.2 Labour p a r t ic ip a t io n  in the Board o f  D irectors
In order to  safeguard the r ig h ts  o f  investo rs  to  se lec t  and contro l the 
management o f  the e n te rp r is e .  A r t i c le  10 o f  law 43 o f  1974 and i t s  
amendments s ta tes :
"P ro jec ts  enjoying the p rov is ions  o f th is  law sha l l  not 
be sub jec t to  law no. 73 o f  1973 in  connection w ith  the 
cond it ions  and procedures fo r  e le c t in g  labour 
representa t ives to  the Board o f  D irec tors  o f  pub lic
sector o rgan iza t ions ...................... The s ta tu tes  o f  the
company sha ll show the method to  be app lied fo r  labour 
p a r t ic ip a t io n  in the management o f  the p ro je c t " .
Although the essence o f  the a r t i c le  is  s t i l l  labour p a r t ic ip a t io n  in 
management, ye t i t  is  l e f t  to  each company to  develop i t s  own 
cond it ions and procedures. This is  not the case in  companies in  the 
pub lic  sector where the Board o f  D irec to rs  consists o f  appointed 
members and e lected members ( labour represen ta t ives) w ith  f u l l  board 
member s ta tus .
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5.3 .3  Board o f  D irec to rs  renumeration
Acknowledging th a t  high q u a l i ty  management e s p e c ia l ly  a t D ire c to rsh ip  
leve l is  expensive to  a t t r a c t  and r e ta in ,  A r t i c le  11 o f law 1974 and 
i t s  amendments l i f t e d  the maximum l i m i t  f o r  Board o f  D ire c to rs ' 
compensation provided f o r  in  law 113 o f  1961. I t  sp e c i f ie s  th a t :
"Employees and members o f  the Board o f D irec to rs  o f 
p ro jec ts  sha ll a lso be exempted from the prov is ions o f  
law no. 113 o f  1961 l im i t in g  the renumeration o f  the 
chairmen and members o f  boards o f  d ire c to rs  or 
seconded members to  a maximum o f  L.E. 5000".
5 .3 .4  Labour laws
As an incen t ive  to  p ro je c ts  a t t r a c t in g  investment under Law 43 o f 1974 
and i t s  amendments exemption is  given from p ub lic  sector labour laws 
dea ling w ith  cond it ions o f  employment (appointment, re te n t io n ,  
promotion, compensation and te rm in a t io n ,  e tc ) .
A r t i c le  9 o f  the law 43 s ta tes  th a t :
" le g is la t io n ,  regu la t ions  and s ta tu tes  app licab le  to  the 
pub lic  sec to r  o f  the economy and i t s  employees sha ll 
not apply to  said companies".
I t  is  qu ite  w ide ly  conceived th a t  p ub lic  sector management does not 
enjoy the amount o f  d is c re t io n  i t  needs fo r  e f fe c t iv e  employee 
management. A l l  p u b lic  sec to r  employees are sub jec t to  the same set 
o f  laws and procedures governing appointment, re-appointment, 
promotion, tenure , compensation and te rm ina tion  regardless o f  t h e i r  
unique circumstances. Consequently exemption o f  p ro je c ts  under law 
43 from these laws provides the opp o rtun ity  fo r  more f l e x i b i l i t y  o f  
the labour fo rce  and thus more p ro d u c t iv i t y .
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5.3 .5  Foreign employees
A r t ic le  20 o f  law 43 o f  1974 and i t s  amendments provides fo r  
t ra n s fe r  o f  income and exemption o f  the General Tax on income fo r
fo re ign  employees. I t  s ta tes th a t :
"Foreign experts and employees . . . . . .  sha ll be
perm itted to  t ra n s fe r  from Egypt a po rt ion  o f  the 
wages, sa la r ies  and compensations which they receive
  provided the percentage sha ll not exceed f i f t y
percent o f  t h e i r  gross earnings. A l l  payments sub ject to
employment Earning Tax ........  sha ll be exempt from the
General Tax on Income".
This p rov is ion  is  given to  employees o f  companies under law 43. I t  is  
considered an incen t ive  to  b r ing  fo re ign  experts needed to  improve the 
chances o f  success o f  the p ro je c t ,  es p e c ia l ly  in  cases o f  new
technology o r spec ia l ised  fo re ign  management companies as is  the case
in  the hotel sector.
5.4 SPECIFIC INCENTIVES
5.4.1 Investment incen t ives  w ith  d i r e c t  e f fe c t
The package o f  investment incen t ives  in  t h is  group deal w ith  incen tives  
which have a d i re c t  impact on the requ ired amount o f  investment and 
the re tu rn  on investment. Two categories are included in  th is  group. 
The f i r s t  deals w ith  exemption from custom duties which represent a 
major cost element f o r  imported goods in  Egypt and reach 200% or more 
on c e r ta in  items. Consequently exemption on these items represent 
a major reduction o f  the needed investment c a p i ta l .  The second group 
deals w ith  p r o f i t  tax exemption, the e f fe c t  o f  which is  to  increase the 
re tu rn  on investment.
Both categories have a d i re c t  impact on investment decis ions and are 
considered prime m otivators in  c e r ta in  s i tu a t io n s .  The s p e c i f ic  
incen tives which have an impact on hotel investment may be summarized 
as fo l low s .
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5.4 ,2  Custom Duty Exemption
Hotels are exempt from custom duty under the general investment law 
no. 43 o f  1974 and law no. 1 o f 1973 which s p e c i f i c a l ly  deal w ith  
t o u r i s t  and hotel establishments. A r t ic le  16 o f  law 43 o f  1974 w ith  
i t s  amendments sp e c if ie s  custom duty exemption given to  p ro jec ts  
enjoying the prov is ions o f t h is  law thus;
"w ith  the approval o f  the President o f  the Republic 
. . . . . .  a l l  cap ita l assets and imported construc tion
m ateria l and components necessary fo r  founding p ro je c ts  
approved under t h is  law may be exempted from, o r  granted 
the p r iv i le g e s  o f deferred payment or in s ta l lm en t 
payments f o r  a l l  o r pa r t  o f  the customs duties  and any 
o ther taxes o r  du t ies  provided th a t  they are not 
disposed o f  w i th in  5 years and i f  so, taxes are re - le v ie d  
and c o l le c te d ."
The basic reason f o r  g ran ting  th is  exemption is  to  encourage investment 
by i n i t i a l l y  reducing the cost o f  cons truc t ion .
However, law 1 o f  1973 which is  s p e c i f i c a l ly  concerned w ith  to u r is t s  
and hotel establishments widens these exemptions, devoting Chapter I I  
to  exemption from taxes and custom du t ies . In A r t i c le  6 the re o f  i t  
s ta tes th a t  t o u r i s t  and hotel establishments
"s h a l l  be exempted from taxes and customs dues on the 
goods imported fo r  f lo a t in g  hote ls and t o u r i s t  steamers 
and the requirements imported fo r  b u i ld in g ,  equipping 
and renovating hotel and t o u r is t  establishments, the said 
exemption sha ll be decided by v i r tu e  o f  a decree passed 
by the M in is te r  o f  Treasury according to  proposals by the 
M in is te r  o f  Tourism".
Under t h is  le g is la t io n  ho te ls  can apply to the Requirement Department 
o f  the M in is t ry  o f  Tourism fo r  custom duty exemption. The ir  l i s t  o f 
needs is  evaluated and processed and i f  i t  is  w i th in  the M in is t r y 's  
gu id e l in e s ,  the approved l i s t  is  forwarded to the Centra lised  Hotel 
Exemption Unit in  the Custom Agency w ith  the necessary exemption 
documents.
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5.4 .3  P r o f i t  Tax Exemption
Hotel p r o f i t  tax exemption is  also sub ject to  two laws : law 1 o f 
1973 and law 43 o f  1974 and i t s  amendments. Law 1 o f 1973, which is  
designed s p e c i f i c a l l y  fo r  t o u r i s t  and hotel establishments, allows in 
A r t i c le  5 f o r  p r o f i t  exemption from the commercial and in d u s t r ia l  
p r o f i t  tax f o r  5 years. However, law 43 o f 1974 gives add it ion a l 
p r o f i t  tax exemptions in terms o f  items and possib le dura t ion .
The impact o f  p r o f i t  tax exemptions var ies as to  whether the 
investment is  loca l o r  fo re ig n ,  the exemption per iod , the app licab le  
tax and the cond it ions  fo r  e l i g i b i l i t y .  The p r o f i t  tax exemption is  
provided fo r  in  law 43 o f  1974 and i t s  amendments in A r t i c le  16. Five 
years exemption is  the r u le ,  w ith  the p o s s ib i l i t y  o f  up to  f i f t e e n  
years under c e r ta in  cond it ions .
The law in  A r t i c le  16 s ta tes th a t :
" ........... p ro jec ts  sha l l  be exempted from the tax  on
commercial and in d u s t r ia l  p r o f i t s  and taxes appendent 
the re to  fo r  f iv e  years from the f i r s t  f is c a l  year 
fo l lo w in g  commencement o f  production or engagement o f  
a c t i v i t y .  I t  could be fo r  e igh t years w ith  the 
approval o f  the Council o f  M in is te rs  f o r  na t iona l 
in te re s t  o r  fo r  ten years to  be expended to f i f t e e n  
years in  new c i t ie s  and approval o f  the President o f  the 
Republic".
A dd it iona l tax exemptions are given to  inves to rs . A r t i c le  17 o f  law 43 
s ta tes  th a t :
" the p r o f i t s  d is t r ib u te d  by a p ro je c t  sha ll be exempted 
from the general tax  on income up to  a maximum o f  5% 
o f  the o r ig in a l  amount o f  the tax-payers share in  the 
invested c a p i ta l " .
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5.4 .4  P ro f i t - s h a r in g
Employees' p ro f i t - s h a r in g  is  a requirement o f  A r t i c le  16 o f  law 26 o f 
1984. Companies are required to  set aside 25% o f  t h e i r  p r o f i t  fo r  
p r o f i t - s h a r in g ,  to  be d is t r ib u te d  p a r t ly  in cash payment and the res t 
in  serv ices. To encourage p r iv a te  investment under law 43 o f 1974, 
companies opera ting under t h is  law are exempted from the requirement 
o f  law 26 o f  1954 and requ ired to  develop t h e i r  own p ro f i t - s h a r in g  
scheme. A r t i c le  12 o f  law 43 spec if ie s  the ru les  o f  p ro f i t - s h a r in g  
in  the fo l lo w in g  words:
"Companies enjoying the p rov is ion  o f  t h is  law sha ll be 
exempted from the p rov is ion  o f  A r t i c le  14, paragraphs o f
law no. 26 o f  1954 ............   provided th a t  a percentage o f
the net p r o f i t s  o f  such companies is  d is t r ib u te d  annually
among employees and labour in  accordance w ith  the ru les
proposed by the Company's Board o f  D irec to rs  and
approved by the General Assembly".
The e f fe c t  o f  the imposed percentage and d is t r ib u t io n  scheme provided 
f o r  p ro f i t - s h a r in g  in  law 26 o f  1954 tends to  impact upon the ra te  o f  
re tu rn  on investment.
5.5 INCENTIVES FOR CONSTRUCTION
5.5.1 Custom duty exemptions
As p rev ious ly  in d ica te d ,  custom duty exemptions are provided fo r  
cons truc tion  m ate r ia ls  fo r  companies enjoying the prov is ions  o f  law 43 
o f  1974. O f f i c ia l  custom duties by-laws spec ify  these items in to  the 
fo l lo w in g  categories :
•  C iv i l  engineering items such as
cement, re in fo rc in g  s te e l ,  g lass , aluminium frames, s ta in le ss  
s te e l ,  ceramic t i l e s ,  t im ber doors, p re -cast concrete panels 
and marble.
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# Mechancial equipment
l i f t s ,  b o i le rs ,  pumps, cen tra l a i r  cond it ion ing  p la n t ,  wall 
a i r  c o n d it io n e rs ,  duckwork, valves con tro ls .
# E le c t r ic a l  equipment items such as
generators, trans fo rm ers , switchgear, cabels, l ig h t in g  
f i t t i n g s ,  lamps.
# San ita ry  equipment items such as
W.C., bath, washbasin, water p ipes-copper, s o i l  and waste 
pipes (cast i r o n - p la s t i c ) ,  d ra in  pipes.
# Special equipment items such as
computers, TV se ts ,  cooking equipment.
0 Fu rn itu re  items such as
res tauran t cha irs  and ta b le s ,  lounge c h a irs ,  ca rpe ts , beds 
and bedroom f u r n i t u r e ,  c u r ta in s ,  drapes, bedding l in e n ,  
tow e ls .
5 .5 .2  Impact o f  cons truc t ion  cost on investment
Table 1 shows the percentage ra tes and charge o f  custom du ties  on 
such items during the period from 1979 to  1983.
The t a r i f f  ra te  now ranges from 25% to  100% fo r  c i v i l  engineering items 
( p r io r  to  1981 the range was g re a te r ) .  The custom t a r i f f  is  much 
h igher f o r  mechanical equipment where i t  ranges from 25% fo r  duckwork 
to  150% fo r  cen tra l a i r  cond it ion ing  u n i ts .  The t a r i f f  ra te  fo r  
e le c t r ic a l  equipment va r ies  from 2% fo r  ce r ta in  types o f  generator to  
50% fo r  some kinds o f  transfo rm er. Sanitary  equipment is  sub jec t to 
t a r i f f  duties ranging from 15% fo r  some s o i l  and waste pipes to  
75% fo r  d ra in -p ipes  and bathroom basins and baths. A much wider 
range ex is ts  f o r  specia l equipment as o f  1981. Fu rn itu re  is  sub ject 
to  t a r i f f  ra tes which are c o n s is te n t ly  much h igher th a t  most o f  the 
o ther items. Rates range from 100% fo r  most o f  the o ther items to 
50% f o r  carpets and o ther items. No rates channe in  t a r i f f  rates 
since 1981.
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Table ( I \
Avi I ax.r Z In ipo iLa l  i tjii Duly ( T a x e s )  A l lo w ed  on 
lùiuipmenl  and M a l e r i a J  ( * )
I tcius
Civil Kngineering 
Cement
Reinforcing steel 
Glass
Aluminium frames
Stainless steel
Ceramic tiles
Timber-doors
Precast concrete panels
Marble
19 7 9
Same as 
1980
Mechanical Equipment
Lifts
Boilers Pumps
Central aircondition plant 
Wall airconditioners 
Ductwork 
Valves controls
Same as 
1980
1 9 8 0
Ordinary 1D% Exempted
White 10% 5%
20% 20%
125% 75-l()0%„
30% 40%
75% 7 5%
50% 50%
15% 20%
100% 
Pumps 
for lif­
ting 10% 
water
150% 
150% 
25%
198 1
100%
Kxempted
150%
150%
25%
1 9 8 2
Same as 
1981
Same as 
1981
198 1
Same as 
1981
Same as 
1981
Electrical Equipment
Generators
Transformers
SwitchgearCables
Lighting,fittings,lamps
Same as 
1980
Same as 
1981
2% 2-30%
20% 20-50%
15% 15%
30%
20-35%^
30%
20-35%
( 2 )
(3)
Same as 
1981
Sanitary Equipment
WC ,boths, washbasins 
Water pipes-copper 
Soil and waste pipes 
(Cast iron plastic) 
Drain pipes____________
Same as 
1980
Same as 
1981
75%
25%
15-40%
50%
(4)
75%
25%
15-40%
75%
(4)
Same as 
1981
Special Equipment
Computers 
TV sets
Cooking equipment
Same as 
1980
Same as 
1981
5%
50-100%
100-250%
(5)
( 6 )
5%
50-100%
100-250%
(5)
( 6)
Same as 
1980
Furniture
Restaurant chairs & tables
Lounge chairs
Carpets
Beds and bedroom furniture 
Curtaining drapes 
Bedding,linen,towels_______
(1) According to kind
(2) According to KVA
(3) According to kind
(*) SOURCE: Official Customs Duties Bylaws
100%
100%
100%100%
120-160%
120%
100%100%
150%100%
150%
150%
Same as 
1981
Same as 
1981
Same as 
1981
(4) According to diameter
(5) According to whether it is 
coloured or black & white
(6) There is a wide range of variety.
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As i l lu s t r a te d  here the f ig u re s  in  tab le  ind ica te  ove ra l l  high 
but va r iab le  t a r i f f  rates fo r  imported hotel requirements.
Consequently, w h i ls t  i t  can be seen th a t  custom duty exemption 
represents s ig n i f ic a n t  investment and operational savings, the extent 
o f  such savings is  impossible to  ascerta in  despite the re la t iv e  
s t a b i l i t y  o f  laws a f fe c t in g  custom duties in Egypt during the la s t  
fo u r  years. That the f ig u re  is  s u b s ta n t ia l ,  p a r t ic u la r ly  in  the 
higher-graded h o te ls ,  is  not d isputed. An in d ic a t io n  o f  the 
magnitude o f  savings due to  exemption from custom duties can be b e t te r  
appreciated in  the l i g h t  o f  estimates from an informed source o f  
ty p ic a l  ove ra l l  percentages o f  m ate ria ls  and equipment which were 
imported and u t i l i z e d  fo r  hotel cons truc t ion ,  representing 70% fo r  
f i v e - s ta r  h o te ls ,  and o f  the order o f  65%, 40%, 20% and 10% fo r  fo u r - ,  
th re e - ,  two- and one-s tar hote ls  res p e c t iv e ly .
5 .5 .3  China-ware, s i lve r -w a re  and glass-ware
Hotels q u a l i fy  f o r  custom duty exemption fo r  ch ina - ,  s i l v e r - ,  and g lass­
ware, The exemption in terms o f  kind and number varies according to 
the hotel category and whether these items are purchased fo r  the f i r s t  
time by the hotel o r  as a replacement o f  p rev ious ly  exempted items.
The numbers o f  exempted u n i ts  o f  s i l v e r -  and china-ware are based on 
the number o f  cha irs  in  the c a fe te r ia ,  res ta u ra n t,  n ig h t-c lu b  o f  
func t ions  h a l l .  As to glass-ware the number is  determined by the 
number o f  chairs in  the n ig h t -c lu b ,  bars and special func t ions  h a l ls .  
The e x is t in g  ru le  determines the number o f  i n i t i a l l y  exempted un its  
from each item as 200% o f  the number o f  chairs in  f i v e -  and fo u r -s ta r  
h o te ls ,  and at the time o f  replacement ( a f t e r  at le as t  two years) the 
number is  reduced to  100% o f  cha irs .  For th re e -s ta r  hote ls the 
i n i t i a l  number is  175% o f  the number o f  cha irs  and is  reduced to  100% 
fo r  replacement, A sm aller percentage (150%) o f  the number o f  cha irs  
is  given to  two- and one-s tar ho te ls  i n i t i a l l y  and 100% at replacement 
t ime. A dd it iona l allowances are given fo r  room serv ice .
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5.6 PROFIT TAX EXEMPTION
5.6.1 Basis fo r  assessment
Tax exemption on hotel p r o f i t s  fo r  the f i r s t  f iv e  years o f  operation 
can represent a s ig n i f ic a n t  increase in  the net re tu rn  on the 
investment during th is  period. According to  tax law no. 157 o f 1981 
commercial and in d u s t r ia l  p r o f i t  tax rates range from a minimum o f 
32% to  a maximum o f  40%. For example, i f  the ra te  o f  re tu rn  on 
investment f o r  a hotel a f te r  taxes is  10%, then exemption from p r o f i t  
tax o f  32% w i l l  change the ra te  o f  re tu rn  to  14.7% and 16.6% i f  the 
app licab le  tax was 40%. Therefore granting tax exemption increases 
R.O.I. by a range from 47% to  66.6% during th is  period. This increase 
represents s ig n i f ic a n t  investment in cen t ive  during the f i r s t  f iv e  years 
o f  the p ro je c t  and is  designed to a f fe c t  lower p r o f i t s  which 
t r a d i t io n a l l y  occur in  the e a r ly  s ta r t -u p  years.
S im i la r ly ,  the exemption from A r t ic le  6 paragaph 5 o f  law 26 o f  1954 
which s t ip u la te s  th a t  25% o f  net p r o f i t  be reserved fo r  p ro f i t - s h a r in g  
where 10% fo r  cash payments, 10% o f  cen tra l ized  services and 5% fo r  
loca l services could represent an added input to  both re ta ined and/or 
investo rs  p r o f i t s ,  w ith  the management having the o p t io n ,  where i t  
a pp lie s ,  to  develop i t s  own p ro f i t - s h a r in g  scheme. W hils t i t  is  qu ite  
conceivable th a t  management may a l lo c a te  more than 20% o f  net p r o f i t  
to  each purpose, i t  is  the l i k e l y  p o s s ib i l i t y  th a t  they w i l l  pay most 
a t te n t io n  to  increas ing the re tu rn  on investment. I f ,  fo r  example, 
management decided to a l lo c a te  5% o f  the net p r o f i t  to  p ro f i t - s h a r in g  
instead o f  25% requ ired by law 26.6% o f  the amount o f  net p r o f i t  
a l lo ca ta b le  to  shareholders ' in te re s t .  Of course, t h is  in cen t ive  is  
on ly  l im i te d  to  p ro je c ts  enjoying the prov is ion  o f  law 43 o f  1974 and 
i t s  amendments. The ex ten t to  which th is  would a f fe c t  the re tu rn  on 
the to ta l  investment would depend on the in d iv id u a l ca p i ta l s t ruc tu re  
o f  the p ro je c t .
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5.7 EFFECTS OF INCENTIVES
5.7.1 S tim u la tion  o f investment
I t  is  evident th a t  there has been a s ig n i f ic a n t  change in  the hotel 
services market since the enactment o f  the current package o f  
investment in cen t ives .  Egypt was s u f fe r in g  from a severe shortage of 
hote l rooms during the second h a l f  o f  the 1970s. Therefore, these 
incentives were s tro n g ly  needed and have had a p o s i t iv e  impact on the 
development o f  add it ion a l hotel capacity . The s i tu a t io n  in  the mid- 
1980s is  d i f f e r e n t  to  the supply o f  hotel rooms now exceeds the demand 
and th is  imbalance is  expected to  increase at le a s t  over the next f iv e  
years. Therefore a new set o f  incen tives  is  needed which can be 
applied more f l e x i b l y  to  encourage development o f  c e r ta in  areas as well 
as l i m i t  growth in  o thers . The cu rren t incen tives are also 
d isc r im in a to ry  in  th a t  they favor new investment. Prev ious ly  
estab lished ho te ls  do not b e n e f i t  and are at a-disadvantage in  
competing w ith  new premises. In p a r t ic u la r ,  the cond it ion  o f  many o f 
the o lde r bu i ld ings  requ ire  extensive reinvestment in  new p lan t and 
equipment which a f fe c ts  performance and trad ing  re s u l ts .
I t  can be a rg u e d  t h a t ,  in  p a r t ic u la r ,  the e f fe c t  o f  incen tives is  
detr im enta l to  the government run ho te ls  (Egyptian Hotel Corporation) 
which are regained to  comply w ith  government regu la t ions  and labour 
laws in competit ion w ith  exempted premises.
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CHAPTER 6
GOVERNMENT INFLUENCE ON HOTEL DEVELOPMENT
Hotel development in  Egypt is  sub ject to  government in te rv e n t io n  in  
many ways. As in  most coun tr ie s ,  the s i t in g  o f  ho te ls  and s i te  
requirements in terms o f  open space and in f ra s t ru c tu re  are c o n tro l le d  
by planned and l icens ing  requirements. The q u a l i ty  o f  b u i ld in g  
cons truc tion  is  sub jec t to  B u ild ing  Regulations and special 
requirements may be imposed to  ensure adequate standards o f engineering 
services are provided.
More exce p t io n a l ly  in Egypt, the ho te ls  owned by the government are 
constructed by a government agency - The Egyptian General Organization 
f o r  Tourism and Hotels (EGOTH) e i th e r  d i r e c t ly  or through p ro je c t  
management.
This chapter examines the e f fe c ts  o f  government involvement in 
cons truc tion  and development on the supply and costs o f  ho te ls .
6.1 DEVELOPMENT PLANNING
One o f  the primary r e s p o n s ib i l i t ie s  o f  government is  to  plan fo r  fu tu re  
needs to  ensure th a t  scarce resources can be a l loca ted  and used to  
best advantage. Planning fo r  tour ism  has taken a number o f  forms.
The cu rren t National Plan fo r  Tourism, 1983-87 (Tourism Sector) 
and the National Plan fo r  Tourism, 1978 (Steigenburger Report) 
both estimate growth rates fo r  tourism  demands and purpose developments 
to  s a t is f y  the supply o f  hote l accommodation and t o u r i s t  f a c i l i t i e s .
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6.2 INVESTMENT IN HOTELS
6.2.1 Total hotel stock 1983
The investment stock o f land-based hote ls  in Egypt as at 1 Ju ly  1983 
is  made up o f  275 hote ls  p rov id ing  23007 rooms and 44270 bed-spaces. 
These to ta ls  exclude small u n c la s s i f ie d  hote ls  o f  less than 20 rooms 
which are genera lly  poor in  standard, r e la t iv e ly  small in  aggregate 
capacity  and in s ig n i f ic a n t  f o r  in te rn a t io n a l  tourism . Less than 6 %  
o f  a l l  hote ls are f i v e - s ta r  category but these provide almost 30% o f  
the to ta l  bed capac ity . Fou r-s ta r  and th re e -s ta r  category h o te ls ,  
re s p e c t iv e ly ,  make up 12.5% and 26.2% o f  the to ta l  numbers o f  hote ls 
and provide 19.8% and 22.7% o f  a l l  bed-spaces. Two-star and one-star 
hote ls are r e la t i v e ly  small in  s ize : together they account fo r  almost 
57% o f a l l  hote ls  but on ly 29% o f  the to ta l  bed-spaces. (Reference 
Appendix 6 .2 .1 ) .
In terms o f  average s ize ,  ho te ls  in  Egypt are represented by the 
fo l lo w in g :
Category Average s ize
bedspaces per hotel
F iv e -s ta r  793
Four-s ta r 245
Three-s tar 140
Two-star 96
One-star 76
The regional d is t r ib u t io n  o f  ho te ls  shows a strong concentra tion o f  
the h igher grade hote ls  in  Cairo. Over 82% o f  a l l  bed-spaces in 
f i v e - s ta r  hote ls are located in  Greater Cairo and over 45% are in  the 
c i t y  centre . However, there is  a broader regional d is t r ib u t io n  o f 
fo u r -s ta r  hotel bed-spaces, almost one h a l f  o f  the to ta l  being located 
in t o u r i s t  re s o r ts .  In the lower grade hote ls  most o f  the bed-spaces 
are outside Greater Cairo. (Appendix 6.2.1)
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6.2 .2  Recent Investm ent
Over the period 1979-83 a to ta l  o f  89 new hote ls were completed, 
prov id ing  an add it ion a l 19383 bed-spaces. Thus 43.8% o f  the to ta l  
hotel stock o f  bed-spaces in  Egypt has been constructed in  the la s t  
f iv e  years. Analysis o f  hote ls constructed over these la s t  f iv e  years 
shows an emphasis o f investment in  f i v e - s ta r  deluxe hote ls  w ith  
r e la t iv e ly  small increases in  the stock o f  tw o -s ta r  and one-s tar 
hotel accommodation. (Appendix 6 .2 .2 ) .
Hotels by category
Hotels constructed Bedspaces provided
No.
b u i l t
% o f  to ta l  
in  category
No.
b u i l t
% o f  to ta l  
in  category
F iv e -s ta r 7 43.8 8348 65.8
Four-s ta r 17 50.0 4743 56.9
Three-star 41 56.9 4477 44.5
Two-star 19 22.6 1233 15.3
One-star 5 7.2 572 11.1
In summary, a high proport ion  o f the higher grade hote l accommodation 
in  Egypt is  r e la t iv e ly  new in  terms o f  ca p i ta l investment, over h a l f  
o f  the f i v e - ,  fo u r -  and th re e -s ta r  hote l bed-spaces having been 
provided in  la s t  f iv e  years. These are the main categories o f  
importance in terms o f  in te rn a t io n a l  tourism . On the o the r  hand there 
have been r e la t iv e ly  l i t t l e  investment in  tw o -s ta r  and one-s tar hotel 
accommodation which suggests there is  a d im in ish ing  in te re s t  in  
developing more economical forms o f  h o te l .  I t  was not fe a s ib le  w i th in  
the terms o f t h is  study to  assess the exten t to  which new types o f  
para-hote l accommodation ( s e l f - c a te r in g  u n i ts ,  se lf-ownersh ip  o f 
ho l iday  accommodation) have superceded investment o f  lower grade hotel 
f a c i l i t i e s  but t h is  is  not seen to  be s ig n i f ic a n t  up to  the present 
time.
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6 .2 . 3  H o te ls  under c o n s tru c t io n  o r planned
Hotels in  course o f  cons truc t ion  have been grouped by t h e i r  planned 
s ize ,  category, lo c a t io n  and estimated completion date. Depending on 
the stage o f  work at 1 Ju ly  1983 completion has been assumed fo r  1984, 
1985 o r 1986 to  1990. Hotels planned but only in  the i n i t i a l  stages 
o f  progress are so described w ith  no completion dates estimated since 
these w i l l  be beyond 1990.
Most o f  the investment in  cu rren t hotel b u i ld in g  p ro jec ts  is  in  th re e -  
s ta r  category h o te ls .  Whereas the la rg e s t  number o f  bed-spaces at 
the time o f  survey (J u ly  1983) is  in  f i v e - s ta r  category h o te ls ,  by 
1985 there w i l l  be more th re e -s ta r  bed-spaces ava i la b le  f o r  to u r is ts  
in  Egypt. (Appendix 6 .2 .3 (a ) ) .
Investment in  one-s tar ho te ls  f o r  the f o r e s e e a b l e  fu tu re  is  minimal 
and there w i l l  on ly  be a modest increase in  tw o -s ta r  ho te l p rov is ion .
Category o f  hotel Increases in  1983-90
Bedspaces %
F iv e -s ta r 5490 43
Four-s ta r 7011 84
Three-star 8939 89
Two-star 3198 40
One-star 248 5
Totals 24886 56
Between 1983 and 1990 a to ta l  o f  86 new hotels are expected to  be 
completed adding 24.886 bed-spaces to  the e x is t in g  capac ity ,  an 
increase o f  56% compared w ith  Ju ly  1983. Two-th irds o f  the new 
accommodation w i l l  be in  th re e -s ta r  and fo u r -s ta r  ho te ls .  Over h a l f  
o f  these new hote ls  should be completed in  the next two years. 
(Appendix 6 .2 .3 ( a ) ) .
These increases do not take in to  account the ho te ls  planned but fo r  
which completion dates cannot be pred ic ted . Total investment in 
hotel accommodation may be summarized as fo l lo w s :
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TOTAL BED-SPACE
Category o f 
hotel
Fi ve -s ta r
Four-s ta r
Three-star
Two-star
One-star
Tota ls
Ava ilab le
1983
12690
8343
10057
8039
5141
44270
With increases 
to  1990
18080
15354
18996
11237
5389
69156
Others planned 
but not included 
in hotels
( 1200)
(1439)
(2344)
(887)
(60)
(5930)
(Appendix 6 .2 .3 (b ) )
A measure o f the task fac ing  the M in is t ry  o f  Tourism is  marketing 
and promoting Egypt as a t o u r i s t  des t in a t io n  is  ind ica ted  by the 
number o f  t o u r i s t  bed-n ights which is  and w i l l  be needed to  f i l l  the 
hote l accommodation.
To ensure average 
occupancy rates o f
Bednights o f  accommodation to  
be sold (m i l l io n s )
1983 1990
100% 16.16 25.24
80% 12.92 20.19
60% 9.69 15.15
40% 6-46 10.10
Note: assuming 365 days a v a i l a b i l i t y  per year
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6 .2 .4  Comparisons w ith  National Plans
The National Development Plan 1983 to  1987, Tourism Sector, 
proposes a s ig n i f ic a n t  expansion in hotel capacity  w ith  ta rg e t  
increases in the numbers o f rooms as fo l lo w s ;
Category
4 and 5 s ta r  
hote ls
3 s ta r  hote ls
Apartments
Increase in  room capacity  
1983-1987
9420
10470
10000
Cost per 
room 
(LTETTOOG)
80
30
30
Total cost 
(L.E. 000)
753600
314100
126000
(Appendix 6 .2 .4 (a ) )
These increases were ca lcu la ted  on the basis o f  1981 data tak ing  in to  
account the plans approved and hote ls  under cons truc t ion . D irec t 
comparison w ith  the surveys quoted in  6 .2 .3  is  d i f f i c u l t  since the 
survey in fo rm ation  is  based on the actual s i tu a t io n  in  1983.
However, the Development Plan is  o p t im is t ic  both in es t im ating  the 
numbers o f  rooms to be b u i l t  and in  the low cost per room. In 
p a r t ic u la r  the number o f  th re e -s ta r  and lower category rooms to  be 
b u i l t  during th is  period is  expected to  be no more than 50 percent o f  
the ta rg e t  planned.
6.3 SPACE ANALYSIS OF EGYPTIAN HOTELS
6.3.1 Ratios o f space
The r a t i o  o f  room areas compared w ith  pub lic  f a c i l i t i e s  and back-of 
house range from 35.2% to  72.9% w ith  most hotels p rov id ing  65 to  70% 
space a l loca ted  to  guestrooms.
A reasonably high r a t io  o f  areas a l lo c a t io n  o f  guestrooms is  normally 
an important fa c to r  in  the p r o f i t a b i l i t y  o f  a h o te l.
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With few exceptions the balance o f space provided in  the Egyptian 
hote ls is  appropria te  and compares w ith  in te rn a t io n a l  standards.
In most o f  the hote ls  studied the ra t io s  o f  space a l lo ca ted  to  pub lic  
f a c i l i t i e s  and back o f  house areas are represented by the fo l lo w in g :
F a c i l i t i e s
Public  areas
Back o f  house
Category
5 -s ta r
4 -s ta r
3 -s ta r
5 -s ta r
4 -s ta r  
3 -s ta r
Typical ra t io s  
( % )
17 to  20 
10 to  15 
14 to  20 
10 to  15
Area per room
( 7 )
50 to  20 
4 to  8
8 to  24
6,5 to  8
Note: Exceptional cases omitted
6.3 .2  In te rn a t io n a l comparisons
In in v e s t ig a t in g  the various reasons why hote ls  in Egypt should have 
a low p r o f i t a b i l i t y ,  the areas a l loca ted  to  hotel func t ions  have been 
compared w ith  standards and norms adopted in  o ther coun tr ies .
Hotel standard
5 s ta r  deluxe 
3 -4 -s ta r  medium comfort
Gross area per guestroom ( to ta l )  
Median Value Egyptian In te rn a t io nal 
hote ls  norm (a)
92.4
53.5
70
45.0 - 55.0
Note (a) Figures rounded
Source: Lawson F .R ., "H o te ls ,  Motels and Condominiums Planning Design
and Maintenance 1976.
Further ana lys is  o f the areas a l lo ca ted  to  guestroom and pub lic  
f a c i l i t i e s  ( in c lu d in g  back-of-house areas).
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Gross areas per guestroom
H otel standard
5 -s ta r  deluxe
3 -4 -s ta r  medium comfort
Median Values 
Egyptian Hotels
Guestroom Public^^^ 
areas
m
53.2
36.0
IT
38.1
17,5
In te rna t iona l 
norms (a)
Guestroom
m
45.0 
30 to  36
P u b lic (^ )  
areas
25.0
15 to 19
Notes:
(a) Figures rounded
(b) Inc lud ing  Back-of-house areas
Source : Lawson F .R ., "H o te ls ,  Motels and Condominiums Planning
Design and Maintenance 1976".
Three conclusions regarding Egyptian hote ls  may be drawn from th is  
ana lys is .
( i )  The average areas per guestroom in  f i v e - s ta r  ho te ls  in  some 18% 
greater than th a t  o f  ho te ls  o f  s im i la r  standard elsewhere. This 
d i f fe rence  may be a t t r ib u te d  to  la rg e r  sized rooms or to  less 
e f f i c ie n t  layou t. However, i t  should be pointed out th a t  room 
sizes in the Middle Eastern Area genera lly  are la rg e r  than 
in te rn a t io n a l norms.
( i i )  In the f i v e - s ta r  category h o te ls ,  a s ig n i f i c a n t l y  h igher a l lo c a t io n  
o f  space (52% more) is  a l loca ted  to  pub lic  areas and back-of-house 
services compared w ith  in te rn a t io n a l norms,
Egyptian hote ls  genera lly  have more res tauran t and lobby f a c i l i t i e s  than 
average and the back-of-house areas are la rge r .  This may be explained 
by the fa c t  th a t  restaurants serve a wider loca l market need since 
there are r e la t iv e ly  few commercial restaurants o f  t h is  standard o ther 
than those in  ho te ls .
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( i i i )  For the th ree- and fo u r -s ta r  category ho te ls ,  the proport ions o f  
space provided fo r  rooms and fo r  o ther f a c i l i t i e s  are p rec ise ly  
those o f  in te rn a t io n a l norms suggesting some degree o f  
s tandard iza t ion  in  design.
6.4 COST ANALYSIS OF HOTEL DEVELOPMENT
6.4.1 E ffec ts  o f  in f l a t i o n  on cons truc tion  costs
In order to  re la te  h is to r ic a l  cons truc tion  costs to  present day values 
stud ies have been made o f  the various increases over time. Cost 
ind ices fo r  above average housing 1972 to  1982 show an average 
increase o f 8.1% per annum and th is  ra te  has been pro jected to  1983 
as the base year.
Average annual wages o f  construc tion  workers, however, in d ica te  an 
ove ra l l  increase o f  121% between 1971 and 1980 g iv ing  an average 
annual increase o f  13.4%.
The e f fe c ts  o f  h igher wage rates is  shown by changes in  the proport ions 
o f  costs in  cons truc tion  work.
Total construc tion  costs 1971 1981
Labour 29% 40%
M ate r ia ls  71% 60%
Source: Records o f  Anwar El H. Amaki, Engineers and Contractors.
Costs o f  hote l b u i ld in g  are in fluenced by many fa c to rs  which make 
d i re c t  comparison d i f f i c u l t  e i th e r  w ith  each o ther o r  w ith  o ther 
cons truc t ion .  Excluding land cos ts , fees and external charges, the
9median cost per m o f  high q u a l i ty  hotel cons truc tion  shows an increase 
from L.E. 460 in 1975 to  L.E. 1466 in  1983 representing a r is e  o f  
219% in  8 years , an average o f  27.4% per annum.
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Various explanations can be advanced to  show why hotel b u i ld in g  costs 
have escalated more than cons truc tion  costs genera lly  (see 6.5) but 
th is  is  a s ig n i f ic a n t  fa c to r  a f fe c t in g  the f e a s ib i l i t y  o f  curren t and 
fu tu re  p ro je c ts ,
6 .4 .2  Analysis o f  cons truc t ion  costs
Actual costs o f  cons truc tion  have been obtained from a s p e c i f ic  study 
o f  t h is  subject c u r re n t ly  being undertaken in Egypt. The d e ta i ls
are quoted fo r  comparison purposes in  order to id e n t i f y  possib le cost 
im p l ica t io n s  o f  government involvement in the construc tion  and 
superv is ion o f  hotel p ro je c ts .
2Costs per m show a wide v a r ia t io n  depending mainly on the data 
completed as described in  6 .4 .1 .
Median costs o f  high grade hotel co n s tru c t io n ,  excluding land and fee2charges in  1983 and L.E. 1466 per m w ith  a range between L.E. 1241 
and L.E, 1692 per m^.
2Costs per m are s im i la r  f o r  ho te ls  o f  f i v e ,  fou r  and th re e -s ta r  
ca tegor ies , the la t t e r  being sm aller in  areas o f  both guestrooms and 
pu b lic  f a c i l i t i e s .
The costs per room provided show much wider divergence since these are 
dependent on rooms sizes together w ith  areas provided fo r  pub lic  use 
and serv ices. Current cons truc tion  costs per room, excluding land 
charges, are represented by the fo l lo w in g :
Category 1983 costs per room L .E .
5 -s ta r  deluxe hote l 126.000
3, 4 -s ta r  hotel 75.000
3, 4 -s ta r  ho liday v i l la g e  38,000
Source; Lawson F ,R , , Unpublished research data.
Actual costs o f  cons truc tion  per room also depend on the data o f 
completion (Appendix 6,4 .2  (c\) ).
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Analysis o f  costs in to  t h e i r  in d iv id u a l cons truc tion  elements show 
the proport ions o f  costs broadly agree w ith  o ther in te rn a t io n a l data. 
No p a r t ic u la r  fa c to r  can be said to  a f fe c t  cons truc t ion  costs in 
Egypt more than others although in d iv id u a l s i te s  may show some 
d is to r t io n  in  costs.
6 .4 .3  Land costs
The value o f  b u i ld in g  land in prime loca tions  has increased 
d ra m a tica l ly  in  recent y e a rs , p a r t i c u la r ly  since 1974. In the period 
1974 to  1982 land pr ices rose by as much as 3200% in  H e liocop l ice . 
Examples o f  the increases in  prime hote l areas are;
Di s t r i c t 1974 to  1982 Land costs
% increase L.E. m^
Cairo: Downtown 233 2000
Mohendesseen 1150 700-1000
Pyramid 1900 200-300
H e liopo l ice 3233 250-500
Naadi - N ile 1900 1000
Guizi - N i le 1700 1500-1800
Alexandria -  sea view 900 700
Luxor -  Ni l e view 1500 800
Source: Survey o f  estimates o f  land brokers.
The cu rren t high leve ls  o f  land pr ices present considerable b a r r ie rs  fo r  
fu tu re  hotel development in  the c i t y  and re s o r t  areas making the 
f e a s i b i l i t y  o f  investment d i f f i c u l t  to  support. This app lies 
p a r t i c u la r ly  to  lower grade ho te ls .
However, examining the ho te ls  b u i l t  in  the la s t  ten years or c u r re n t ly  
under co n s tru c t io n ,  the proport ions o f  costs re la ted  to  land purchase 
do not appear excessive. The range o f  costs f o r  land f a l l s  w i th in  
2.3% and 7.4% o f  o v e ra l l  development to  12,4% o f  ove ra l l  costs fo r  1 
hote l o f  three - fo u r - s ta r  category, land costs f o r  a t o u r i s t  v i l la g e  
development are only 0.7% ove ra l l  investment.
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An explanation fo r  the r e la t iv e ly  low p roport iona te  cost o f  land in 
recen t ly  completed ho te ls  is  the fa c t  th a t  these s i te s  were purchased 
several years ago and thus have not been a ffec ted  by in f l a t i o n  curing 
the prolonged b u i ld in g  programmes - in  con tras t to  o ther construc tion  
costs and loan charges.
6.5 FACTORS AFFECTING COSTS
6.5.1 Escalation o f  costs o f  cons truc t ion
Increases in  the costs o f  hotel development genera lly  can be 
a t t r ib u te d  to  several fa c to rs :
# I n f la t io n  o f  land p r ices .
# Increases in  cons truc tion  costs due to  esca la t ing  costs o f  m ate ria ls
and labour,
# Importation charges and du t ie s .
# Extension o f  time in  planning and cons truc t ion .
t  In e f f ic ie n c y  in  o rgan isa t ion  and management o f  the construc tion  
process.
# Extravagance o f  design o r inadequacies leading to  subsequent 
amendment o f  o r ig in a l  proposals.
e Higher f in a n c ia l  im positions due to  changing currency values, high 
in te re s t  rates and delays in  c a p i ta l  a l lo c a t io n s .
Most o f  these fac to rs  are to  some ex ten t in ter-dependent and a l l  are
ev ident in  examining the h is to r ic a l  progress o f  hote l development 
p ro je c ts  in  Egypt. I n f l a t io n  in  land prices and u n i t  costs o f  
cons truc tion  have been described in  section 6.4. In fluences are now 
examined in  c lose r d e ta i l .
6 .5 .2  B u ild ing  m ate r ia ls  and equipment
In assessing changes in  costs o f  m a te r ia ls  and equipment and t h e i r  
e f fe c ts  on hotel cons truc t ion  pr ices reference has been made to  a
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number o f  o f f i c i a l  sources. However, most o f  these re la te  to  housing 
or general construc tion  and cannot be e a s i ly  app lied to  the more 
soph is t ica ted  standards o f  hotel b u i ld in g ,  In any event, o f f i c i a l  
s t a t i s t i c s  and indices are often re tro s p e c t iv e  by several years. For 
the purposes o f  t h is  study they have been t rea ted  only as in d ica to rs  
o f  trends and add it iona l s p e c i f ic  in fo rm ation  has been obtained by 
d i re c t  surveys o f  p ro je c ts .
Changes in  wholesale prices o f  b u i ld in g  m ate ria ls  prepared by the 
M in is t ry  o f  Housing show an index o f  505 in  1981 compared w ith  a 
o f  100 in  1965,
I n f la t io n  was not a s ig n i f ic a n t  fa c to r  up to  1972, In the 9 years from 
1972 to 1981 the general index o f  b u i ld in g  m ate ria ls  p r ices increased 
332% an average use o f  36.8% per annum. Items l i k e  glass and t i l e s  
showed a h igher than average increase.
6 .5 .3  Importation fac to rs
The proport ion  o f  m ate ria ls  and equipment imported var ies  w ith :
•  S o ph is t ica t ion  o f  standards and choice - re f le c te d  by the grade o f 
h o te l .
e M ateria ls  used and q u a l i t y  co n tro ls  requ ired .
•  Equipment, fu rn i tu re  and fu rn ish in g s  s pec if ied  and a v a i l a b i l i t y  o f
loca l manufacture to  commercial standards.
•  Hotel design and the exten t to  which loca l products are
d e l ib e ra te ly  employed.
B u i l t  costs include both labour and m ate r ia ls  contents which vary w ith  
the nature o f  the work and exten t o f  p ré fa b r ic a t io n .  For hotel 
cons truc tion  in  Egypt, o ve ra l l  estimates in d ica te  the fo l lo w in g  
proport ions (rounded):
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Bu ild ing  elements M ateria ls Labour
0/
C iv i l  Engineering Construction
h
60
to
40
Mechanical and E le c t r ic a l  Equipment 
and Services 90 10
Sanitary  In s ta l la t io n s 60 40
Special Equipment
(cooking - l i f t s ,  communications)
90 10
Furn itu re 65 - 70 30 - 35
Furnishings 80 - 90 10 - 20
Source: Unpublished research data
The percentages o f  imported m ate r ia ls  used in hotel b u i ld in g  range 
from 70% fo r  f i v e - s ta r  hote ls  to  between 10 and 20% f o r  r e la t iv e ly  
simple one and tw o -s ta r  hotel b u i ld in g s .  However, w i th in  these ove ra l l 
f ig u re s  are wide v a r ia t io n s .  For example, in f i v e - s ta r  h o te ls ,  the 
im porta tion  content varies from 25% o f  fu rn ish ings  and fu r n i t u r e ,
40% o f  c i v i l  engineering c o n s tru c t io n ,  80% o f mechanical and e le c t r ic a l  
equipment to  100% o f  the special equipment. For o ther grades o f  h o te l ,  
genera lly  more use is  made o f  lo ca l m a te r ia ls  and equipment.
W hils t much o f  the imported mechanical and e le c t r ic a l  p lan t  and 
equipment f o r  hotel b u i ld in g  ca rr ie s  la rge percentage exemptions the 
complicated procedures required to  c le a r  Port and Committee 
au tho r isa t ion  may cost more in  delays and f ru s t r a t io n  than the ben e f i t  
gained. Current subsidies fo r  hotel cons truc tion  take the form o f  
exemption from or reductions in the du ties  o f  taxes charged on 
imported m ate r ia ls .
6 .5 .4  Period fo r  planning and cons truc tion
Many o f  the hote ls  b u i l t  in  Egypt have expended long periods o f time 
in  planning and cons truc t ion , These delays have s ig n i f ic a n t  
im p l ica t io ns  fo r  investment.
e Accruing in te re s t  charges during the long cons truc tion  period.
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# Adding to  in f l a t i o n  costs in  m a te r ia ls  and labour.
# Presenting possib le  d i f f i c u l t i e s  w ith  changes in  the r e la t iv e  value 
o f the Egyptian pound.
# Making f e a s ib i l i t y  stud ies more hypo the tica l than an accurate 
p ro je c t ion  o f  the s i tu a t io n .
Studies o f  10 hote ls show the average time between the s ta r t  o f  design 
and completion is  6-7 years w ith  two o f  the hote ls  tak ing up to  14 
years. (Appendix 6 .5 .5 (a ) ) .  As a ru le  the delays have arisen during 
the construc tion  stage e i th e r  as a r e s u l t  o f  o rgan isa t iona l problems 
- in c lud ing  m ateria l shortages o r because o f  f in a n c ia l  cons tra in ts .
The e f fe c ts  o f  loan charges incurred  during cons truc tion  is  said to  add 
an average o f  7.3% on to  the cost o f  a guestroom and in  some cases up 
to  12% add it ion a l cost. Changes in  the value o f  the Egyptian Pound 
may also have a s ig n i f ic a n t  e f fe c t  on the ove ra l l  costs o f  construc tion  
since a high proport ion  o f  investment is  in  the form o f  overseas 
loans. Delays in completion may thus e f fe c t  the ove ra l l  leve l o f  
investment.
6.5 .5  Organisation
Organisations fac to rs  may a f fe c t  both the programme o f  construc tion  and 
i t s  ove ra l l  costs. In some instances d i f f i c u l t i e s  have been 
experienced in  arranging f inance o r increases in f inance and, in  o thers , 
there have been legal or planning f r u s t r a t io n s .  However, as a whole, 
the p a r t ic u la r  d i f f i c u l t i e s  experienced in  hotel cons truc tion  can be 
a t t r ib u te d  to :
e Design s p e c i f ic a t io n s  and con trac t s t ip u la t io n s  la id  down by the 
hotel operating companies which tend to  be in f l e x ib le .
# Egyptian con trac to rs  who may not have the organ isa t iona l resources 
to  e f fe c t iv e ly  implement la rge scale p ro jec ts  o f  t h is  nature.
# Labour laws which r e s t r i c t  management a u th o r i ty  and remove 
f in a n c ia l  incen tives  fo r  e f f ic ie n c y .
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#
Foreign contractors  and operators whose higher rates and on-costs 
add s ig n i f i c a n t l y  to  the charges.
The v i r t u a l  monopoly held by the Egyptian Government on a l l  major 
scale p ro jec ts  which r e s t r ic t s  com petit ive  approaches to  development
Q u a n t i f ic a t io n  o f these in fluences is  d i f f i c u l t :  The increases in time
and costs may be due to  mainly one or several o f  these fa c to rs .
E xp a tr io t  con trac to rs ,  estimated to  be three to f iv e  times as expensive 
as loca l con trac to rs ,  are o ften  used because o f  the b e t te r  q u a l i ty  
con tro l and c loser con tro l o f  cons truc t ion  schedules and time but much 
o f  the sub-con trac ting , outs ide s p e c ia l is t  work, can be competently 
undertaken by local con trac to rs .  To maximise th is  opportun ity  i t  i s ,  
however, necessary to  research and emphasize work o f  a nature 
appropria te  fo r  loca l m a te r ia ls ,  s k i l l s  and manufacture. The very 
nature o f  in te rn a t io n a l hotel company standards tends to  m it ig a te  
aga inst th is  approach.
Much o f  the time delays in  cons truc t ion  programmes are said to  be due to 
ex terna l o rgan isa t iona l fa c to rs  such as shortages o f  m a te r ia ls ,  
d i f f i c u l t i e s  and delays in  c le a r in g  imports and o ther adm in is tra t ive  
co n tro ls .
6 .5 ,6  Standards
Comparisons o f  physical standards o f  ho te ls  in  Egypt may be based p a r t ly  
on space and f a c i l i t y  p ro v is io n ,  p a r t ly  on design s o p h is t ic a t io n  and 
q u a l i t y .  Space and f a c i l i t y  standards are considered in  6 .3 .3  from 
which i t  w i l l  be noted th a t  these are generous i f  not excessive. The 
p rov is ion  o f  support f a c i l i t i e s  and serv ices also invo lves a higher 
r a t i o  o f  space than normal f o r  in te rn a t io n a l  hote ls  o f  comparable 
standard but may be explained by the fa c t  th a t  most ho te ls  are la rg e ly  
s e l f-con ta ined  prov id ing  laundry , food production and maintenance 
serv ices w ith in  each establishment.
Q u a li ty  standards are a question o f  judgement but as a broad measure 
o f  opinion i t  can be argued th a t  the standard o f design in  the hote ls 
managed by In te rn a t io n a l companies is  very good but o ften  mediocre in 
the hote ls run by Egyptian management companies, although the la t t e r
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are, in the main, o lde r premises.
In almost a l l  cases and p a r t ic u la r ly  in  the Egyptian company managed 
h o te ls ,  c r i t ic is m  can be made about the standards o f  maintenance and 
replacement.
6.6 INFRASTRUCTURE IMPLICATIONS
6.6.1 Condition o f  in f ra s t ru c tu re
Future development o r  expansion o f  hotel capacity  w i l l  depend g re a t ly  
on in f ra s t ru c tu re  a v a i l a b i l i t y  and co n d it io n .  In f ra s t ru c tu re  
development la rg e ly  represents a change on government a f te r  in vo lv ing  
subs tan t ia l borrowing o f  c a p i ta l  f inance , w ith  long term pay back 
periods. The c o n tr ib u t io n  from commercial development to  in f ra s t ru c tu re  
costs is  genera lly  small. For re ce n t ly  b u i l t  h o te ls ,  loca l service 
u t i l i t i e s  account f o r  an average o f  4.6% o f  to ta l  cons truc t ion  costs 
and in f ra s t ru c tu re  elements, 3,7% o f  t o ta l  costs.
A study o f  the general cond it ion  o f  in f ra s t ru c tu re  in  the main t o u r i s t  
areas shows thatmany serv ices are inadequate at times or in  need o f  
a t te n t io n .  There are few areas in  which the main services are 
adequate or o f  very good q u a l i t y .  In some loca tions  there are obvious 
de f ic ie n c ie s  which must impose a r e s t r i c t io n  on fu r th e r  development 
u n t i l  the in f ra s t ru c tu re  is  improved.
The amounts scheduled to  be spent on development o f  in f ra s t ru c tu re  
during the current 5 year Development Plan 1983-87, are also 
summarized. (Appendix 6 .6 .1 (a ) )
6 .6 .2  The N i le  as a t o u r i s t  resource
e In terms o f  i t s  importance fo r  tourism  as well as f o r  the economy 
genera lly  the N i le  must be considered a primary resource. As noted 
in  land costs , prime s i te s  overlooking the N i le  command the highest 
premiums and show the h ighest ra te  o f  in f l a t i o n  in  land values w ith  
increases in  the order o f  1500 to  1900% in  the 8 years to  1982.
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•  As a waterway, the N i le  is  also in f ra s t ru c tu re  fo r  c ru is e rs ,  
f e r r ie s ,  pleasure boats and working boats fo  a l l  kinds.
Control over the type and q u a l i t y  o f  development along the N ile  is  
la rg e ly  d ic ta ted  by cost. However, there would appear to  be a 
need fo r  g reater s e n s i t i v i t y  in  re ta in in g  and improving the 
amenity value o f  landscape space along the fron tages.
6 .6 .3  F loa ting  hote ls
The to ta l  number and cond it ion  o f  f lo a t in g  hote ls and cru ise  boats is  
not recorded. Numbers are not r e s t r ic te d  o ther than in  the use o f 
p ub lic  sector marinas. The maximum s ize o f  c ru ise rs  is  s t ip u la te d  fo r  
p ra c t ic a l reasons.
Length not to  exceed 72 m
Breadth not to  exceed 12 m
Maximum draught not to  exceed 1.5 m
There are also r e s t r ic t io n s  on he igh t f ix e d  by the clearance allowed 
under the N i le  bridges.
Increases in  the f lo a t in g  ho te ls  capacity  1979-83 have added 1646 
bedspaces to  the to ta l  accommodation now ava i la b le  (Appendix 6 .6 .2 ) .
Category A dd it iona l bedspaces
f iv e  848
fo u r  452
three 346
1646
Amongst the advantages o f  the purchase o f  b u i l t  c ru ise rs  are the 
favourable loans o f  100% o f  c a p i ta l  cost repayable over 10 years w ith  
6% in te r e s t ,  a three year period o f  grace being allowed in  the i n i t i a l  
stage o f use. Costs per m are some 100 percent g rea ter but costs per 
room are almost comparable to  those o f  a land based hotel o f  s im i la r  
grade because o f  the r e la t i v e ly  small s ize rooms provided.
1 3 8
6.7  COST MINIMISATION POLICIES
6.7.1 Options in cost m in im isation
In seeking ways o f  reducing investment i t  is  necessary to  take a 
broader view o f  the im p l ic a t io n s .  Economies in  cons truc tion  and 
reductions in standards are not necessar i ly  c o s t -e f fe c t iv e .  In many 
cases the expenditure is  simply deferred and addes to  the costs and 
d i f f i c u l t i e s  o f maintenance (see 6 ,7 .6 ) .  Overall cos ts- in -use  or 
to ta l  costs based on l i f e - c y c le  planning approaches may, in  f a c t ,  be 
increased.
Furthermore, the question o f  cost reduction is  c lo se ly  l inked  w ith  
market demands fo r  p a r t ic u la r  categories o f  hote ls  o f fe r in g  acceptable 
standards and t h is ,  in  tu rn ,  is  c lo s e ly  l inked  w ith  tourism  p o l ic ie s  
and broader economic cons idera t ions. I t  would seem from the hote ls  
planned to  1990 th a t  there is  l i t t l e  demand fo r  one or tw o -s ta r  category 
hote ls  and/or th a t  the costs o f  cons truc ting  hote ls  o f  t h is  grade are 
not fe a s ib le .  This s i tu a t io n  is  not p ecu lia r  to  Egypt but operations 
in  most urban areas in which the p r ice  o f  serviced land is  
d isp ro p o r t io n a te ly  high.
W hils t acknowledging these fa c to rs  w i l l  have a bearing th is  section 
concentrates on p o te n t ia l ways o f  m inimising cu rren t costs o f  investment
6 .7 .2  Capital cost reduction
Reduction in  cap ita l costs o f  cons truc tion  may be obtained in  general 
terms, by:
# Location o f  fu tu re  ho te ls  in  designated co n tro l le d  s i te s .
•  Research in to  design v a r ia t io n s  based on h igher p roport ions o f  loca l 
m ate ria ls  and manufacturing capa c it ie s .
e Research in to  para-hotel o pp o r tun it ie s  fo r  lower grade accommodation.
Resignation o f  fu tu re  s i te s  fo r  hotel development invo lves both market 
demand and government planning fu n c t io n s ,  the former being considered
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in  Chapter 3.
In terms o f planning a number o f  fac to rs  must be examined. Key 
loca tions  must be id e n t i f ie d  in  re la t io n  to  t h e i r  p o te n t ia l  impact on 
the loca l economy and the bene fi ts  - in  employment, b u i ld in g  and 
services - th is  would b r ing . Future hotel loca tions must also be 
selected in accordance w ith  the Development Plan (Tourism Sector) to 
provide the regional s timulus and d iv e r s i f i c a t io n  required to  expand 
tourism in  Egypt. Subject to  the t o u r i s t  s t a t i s t i c s ,  possible 
loca tions  a t t ra c t in g  high p r i o r i t y  fo r  tourism development could inc lude 
s p e c i f ic  areas along the Red Sea Coast, Upper N ile /N orth  A fr ican  Coast 
and in  o r  near selected reso r ts .
The ob jec t ives  o f  designating tourism  development s i te s  would be to  
regu la te  land cos ts , con tro l b u i ld in g  q u a l i ty  and environmental 
s e n s i t i v i t y ,  provide models f o r  fu r th e r  development and create a wider 
t o u r i s t  experience and image fo r  promotion.
In approving development proposals f o r  designated s i te s  regard must be 
given to  the character and s ty le  o f  b u i ld in g  w ith  emphasis towards 
vernacular designs inco rpo ra t ing  a high proport ion  o f  loca l m a te r ia ls ,  
s k i l l s  and a r t i s t r y .
Cost savings depend on the ex ten t to  which land prices are c o n tro l le d  
but assuming a continu ing  in f l a t i o n  ra te  over the next 5 years land 
pr ices  f ix e d  at 1983 values would represent a saving o f  some I .E .  20000 
per room by 1988.
An a l te rn a t iv e  approach enabling more e f fe c t iv e  con tro l over the time 
and q u a l i ty  o f  development would be to  provide leasehold arrangements 
fo r  s i te s  w ith  ownership vested in  the EGOTH or s im i la r  body.
Changes in  design to  incorpora te  a high proport ion o f  loca l m ate ria ls  
are d i f f i c u l t  to  achieve w ithou t major investment in  the cons truc tion  
indus try  i t s e l f ,  There is  also a need to  ensure improvements in 
q u a l i ty  and consistency o f  b u i ld in g  products and to organise 
production to  avoid e r r a t i c  and c y c l ic a l  shortages both o f  which have 
been responsible f o r  many o f  the d i f f i c u l t i e s  and delays experienced 
in  curren t hotel b u i ld in g  programmes.
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As noted in  the Final Report on the Construction /C ontracting  Industry 
to ta l  employment in  the con trac t ing  part o f  the cons truc tion  indus try  
is  about 540.000 : some 4.4 percent o f  Egypt's to ta l  manpower.
However, the value o f  output per man (a t  constant 1979 pr ices) 
p r a c t ic a l ly  halved between 1960 and 1970 and there would appear to  be 
curren t d i f f i c u l t i e s  from shortages o f  s k i l le d  labour and dec lin ing  
standards o f  management and d is c ip l in e  p a r t ic u la r ly  in  pub lic  sector 
employment.
D i f f i c u l t i e s  also a r ise  from the supply o f  m ate ria ls  from Egyptian 
sources. Much o f  the in d u s t r ia l  p la n t  fo r  e x tra c t io n  o r  manufacture 
o f  m ate ria ls  is  said to  be inadequately obsolete or in  d is re p a ir .  
D is t r ib u t io n  is  i n e f f i c i e n t  and wasteful and marketing and product 
development are almost unknown.
Close con tro l is  maintained by the Government - through pub lic  sector 
companies - over the p roduction , a l lo c a t io n ,  d is t r ib u t io n ,  im porta tion  
and prices o f  key m ate r ia ls  - cement, s te e l ,  t im ber,  glass and ce r ta in  
pipes - but the complicated procedures have been found to  cause delays 
in  b u i ld in g  programmes and the need to reso r t  to  o ther arrangements.
In examining poss ib le  ways o f  inc reas ing  the Egyptian component o f  
b u i ld in g  m ate r ia ls  and con trac t ing  work i t  is  necessary to  ensure th a t  
these major problems o f  the cons truc t ion  indus try  can be overcome 
arguably by:
# Less Government dominence
# Improvements in  cons truc t ion  p la n t  and resources
# B e tte r  planning and co -o rd in a tion  o f  supply and d is t r ib u t io n
# Organised t r a in in g ,  p a r t i c u la r ly  in  s k i l le d  and techn ica l work.
Proposals f o r  meeting these problems are spec if ied  in  the report on 
the Construc t ion /C ontrac ting  Indus try .  I t  should be pointed out th a t  
these measures are long term ra th e r  than immediate and changes in 
p rac t ice  are l i k e l y  to  be slow.
141
The Im p lica t ions  o f  reducing the use o f  imported equipment and 
m ate ria ls  -  by le g is la t iv e  con tro ls  o r  through p r ic in g  p o l ic ie s  on 
im porta tion duties - must a lso be considered. To a large ex ten t ,  
external loans to  f inance hotel cons truc tion  are l inked  w ith  the supply 
o f  equipment and m a te r ia ls ,  o ften  at h ig h ly  favourable terms. An 
extreme case is  the supply o f  N i le  c ru ise rs  from Norway in  1979 and 
1980 which ca rr ied  100 percent loan (excluding serv ice u t i l i t i e s  cost) 
a t 6 percent in te re s t  over 10 years w ith  a three year period o f  grace. 
The c ru ise rs  were completed w i th in  one year o f  design commission.
Two re ce n t ly  b u i l t  French designed hote ls  ca rr ied  70 percent loans and 
an American company managed hotel a t t ra c te d  a loan o f  80 percent.
6 .7 .3  Organisation
Savings in the time incurred  in  planning and cons truc ting  hote ls can 
reduce investment costs by:
# Reducing the in te re s t  on loan finance p r io r  to  opening.
# Minimising the e f fe c ts  o f  currency f lu c tu a t io n s .
# Reducing increases due to  in f l a t i o n  o f  costs o f  m a te r ia ls  and 
labour during cons truc t ion .
e Enabling f e a s i b i l i t y  o f  the p ro je c t  to  be more e f fe c t i v e ly  p red ic ted .
Organisational changes to  acce lera te  b u i ld in g  could inc lude greater 
competit ion and f l e x i b i l i t y  in  the adm in is tra t ion  o f  contrac ts  w ith  
in cen t ive  payments and penalty  clauses. There is  some evidence to 
show th a t  Egyptian con trac to rs  lack the so p h is t ic a t io n  o f  o rgan isa t iona l 
con tro l although com petit ive  in  labour costs. To gain the advantages 
o f  la rge scale planning experience there are bene fi ts  w ith  local 
con trac t ing  o r  sub-con trac ting  companies.
Contract management using c r i t i c a l  path methods and l in e a r  programming 
in  planning cons truc tion  and d e l iv e r ie s  o f  m ate ria ls  and equipment are 
essen tia l in  view o f  the d i f f i c u l t i e s  c u r re n t ly  experienced through 
shortages and f r u s t r a t i o n s .
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6.7.4  Import c o n tro ls ,  duties and legal cons tra in ts
The incen tive  bene fits  o f  e x is t in g  concessions on imported equipment 
are doub tfu l.  I t  is  claimed th a t  the paperwork and delays often add 
more to  cost than the concessions provide. The a l te rn a t iv e  procedure 
could be to  remove a l l  import concessions and provide instead a d i re c t  
grant per room fo r  s p e c i f ie d  types o f  hote ls in p a r t ic u la r  lo ca tions .
Such a procedure permits g rea te r f l e x i b i l i t y  to  meet changing 
requirements and cond it ions in  accordance w ith  tourism needs,
6 .7 .5  Energy costs
Throughout the whole o f  the Western World vast e f fo r t s  are being made 
to  develop a l te rn a t iv e s  to  the increasing use o f  f o s s i l  fu e ls .  These 
take the form o f  research, demonstration p ro jec ts  to  prove commercial 
v i a b i l i t y  and government grants or f in a n c ia l  assistance fo r  energy 
saving o r  recovery in s ta l la t io n s .
Cost savings can be obtained by:
# Hotel b u i ld in g  design to  provide b e t te r  so la r  shading or screening, 
heat in s u la t io n  and natura l draught coo ling .
e Greater use o f  in te rn a l  court-yards and in t e r io r  landscaping.
# Solar heat recovery fo r  domestic hot water.
# Improved a i r  cond it ion ing  e f f ic ie n c y  - and noise reduction - by the 
use o f  s p l i t  systems or in  rooms.
e Load shedding o f  n o n -c r i t ic a l  e le c t r ic a l  equipment at times o f 
maximum demand t a r i f f .
There are strong arguments in  favour o f  developing hotel bu i ld ings  o f  
more t r a d i t io n a l  design inco rpo ra t ing  long estab lished p r in c ip le s  o f 
temperature c o n t ro l .  For th is  purpose government sponsored research is  
essen tia l to  ensure a s a t is fa c to ry  in te g ra t io n  o f  modern standards o f  
f a c i l i t i e s .
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6.7 .6  Maintenance and refurbishment
Maintenance presents an increas ing problem in Egyptian ho te ls . 
Maintenance services are expensive, s k i l le d  maintenance personnel are 
in demand and there are continua l shortages and d i f f i c u l t i e s  in 
obta in ing spares and replacements much o f which have to  be imported.
The average l i f e  cycle o f  a res tauran t or pub lic  area - such as a bar
- is  no more than 7 years and re fu rb ish in g  genera lly  needs to  be 
planned a f te r  5 years. Redecorating and cleaning o f  fu rn ish ings  are 
necessary each 1 o r  2 years and items l i k e  carpets may need to  be
replaced every 8 to  10 years.
Equally important there is  a need f o r  organised p reven ta t ive  
maintenance o f  mechanical and e le c t r ic a l  p lan t  and equipment although 
only a few o f  a hote ls  studied had a comprehensive maintenance 
programme.
This is  an area which can provide s ig n i f ic a n t  savings in  the long term 
from e a r l ie r  investments in  b e t te r  e f f ic ie n c y .  Since i t  is  a sub jec t 
o f  na t iona l importance energy savings requ ire  Government sponsorship 
o f  research in th is  f i e l d .  Arguably, g rea te r educational and t ra in in g  
resources should also be a l lo ca ted  to  maintenance personnel t r a in in g .
F a i l ings  in  maintenance are not immediately evidenced by losses in 
revenue. This is  gene ra lly  a delayed response re f le c te d  in  a f a l l - o f f  
o f  numbers using the f a c i l i t i e s ,  g rea te r complaints and a dec line in 
s t a f f  moral and standards.
There is  evidence to  suggest t h is  is  a lready occuring in  hote ls o ther 
than those managed by in te rn a t io n a l  hotel companies who have to  
maintain a corporate image o f  q u a l i t y .
F a l l in g  standards o f  environmental q u a l i ty  and serv ice have a 
s ig n i f ic a n t  impact on tourism and th is  cannot be neglected by any 
t o u r i s t  des t ina t ion  le t  alone those presenting an image o f  high q u a l i ty  
experience. Maintenance is  also a key fa c to r  in  ensuring adequate 
standards o f  sa fe ty ,  hygiene and opera ting performance.
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6 .7 .7  Cost im p l ic a t io n s  : summary
Increases in  investment costs o f  hotel development can be a t t r ib u te d  
to  several fac to rs  a l l  o f  which are to some degree subject to 
Government in f luence  and c o n tro l:
# Increases in  cost o f  land a f fe c t in g  the v i a b i l i t y  o f  fu tu re  
development.
# Increases in  costs o f  cons truc tion  and equipment re s u l t in g  in  a 
high c a p i ta l  cost per room.
§ Increases in costs o f  f inanc ing  due to delays in  implementation 
and high in te re s t  ra tes .
New hote ls  in  Egypt are genera lly  o f  a high category w ith  in-house 
laundry and support serv ices adding to  the ove ra l l cost. The average 
b u i l t  area per room exceeds in te rn a t io n a l rooms.
Construction costs are a f fec ted  by in f l a t i o n  in  m ate ria l and labour 
costs : im porta tion  accounts fo r  most mechanical and e le c t r ic a l  
equipment and an increas ing  p roport ion  o f  fu rn i tu re  fo r  the h igher 
grade hote ls  is  also imported.
Amongst the various ways in  which p o s i t iv e  ac tion by Government could 
in troduce cost savings are the fo l lo w in g  approaches:
# Planned zones f o r  fu tu re  hotel b u i ld in g  ava i lab le  on lease.
# Research in to  development o f  new hotel and ho liday v i l la g e  concepts
# Encouragement o f  s p e c ia l is a t io n , in  prov id ing  grouped services : 
cen tra l la und r ie s ,  maintenance and engineering se rv ices , food 
production.
# Improvements in p lann ing , management and o rgan isa t ion  o f  the 
cons truc tion  in dus try .
# P r io r i t y  in  increasing production capacity  and q u a l i ty  con tro l o f  
manufactured equipment and m ate r ia ls .
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In conclusion, the ro les  o f  the Government in promoting f inan c ing ,  
developing, managing and regu la t ing  tourism are both wide ranging and 
complex. Given the soc ia l and c u l tu ra l  concern o f  the Government in 
Egypt th is  Involvement is  even more s ig n i f ic a n t .  Hotel development, 
in  p a r t ic u la r ,  is  seen as a serv ice indus try  in  which the pub lic  sector 
has a d i re c t  involvement them as the owner and operator o f  Government 
run ho te ls .
In most instances Government p a r t ic ip a t io n  is  seen as being b e n e f ic ia l .  
However, continuous review and adjustment o f  these ro les  is  essen tia l 
in  order to  deal e f f e c t i v e ly  w ith  changing circumstances and needs.
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APPENDIX A 1 .2 (1 )
The l i s t  below gives a more precise account o f  the cond it ions under 
which a t r a v e l le r  is  included in  tourism s t a t i s t i c s .
T rave l le rs  included in 
tourism s t a t i s t i c s
T rave l le rs  excluded from 
tourism s t a t i s t i c s
(a) persons t r a v e l l i n g  fo r  a 
ho l id ay ,  to  see fa m i ly ,  or 
fo r  hea lth  reasons
(a) persons accepting 
employment w ith in  the 
country they v i s i t ,  even i f  
s tay ing less than 12 months
(b) persons a ttend ing  meetings o r 
conferences ( s c ie n t i f i c ,  
r e l ig io u s ,  sports )
(b) persons in tend ing to  make 
the country t h e i r  place o f  
permanent residence
(c) business t r a v e l le r s (c) border res idents  t r a v e l l in g  
to and from work
(d) s tudents , in c lud ing  those on 
ho l iday , o r  ho ld ing pa r t- t im e  
jobs
(d) nomads
(e) ocean cru ise  v is i t o r s (e) refugees
( f )  t r a n s i t  passengers crossing the 
country
( f )  d ip lom atic  and consular 
rep resen ta t ives , members o f  
the armed fo rce s ,  in c lud ing  
t h e i r  dependents
(g) long-term migrants re tu rn in g  to  
the country from which they 
emigrated
(g) t r a n s i t  passengers and the 
crews o f  fo re ign  c a r r ie rs  
who do not leave the po rt  
area
Ref: 1982 Annals o f  Tourism Research
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APPENDIX A 1.2.1
STATISTICAL INFORMATION
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Systems o f 
s t a t i s t i c s  o f  
tourism
\ /
Basi c 
in fo rm ation  
requi red
\ /
Demand side
The number o f v is i t o r s  
and v is i  to r -n ig h ts
Country o f  residence
Length o f  stay
Purpose o f  v i s i t
Means o f  t ran spo rt
Type o f  accommodation used
Per cap ita  expenditure
Supply side
Capacity 
Occupancy rates 
Employment 
Turnover
Other aspects o f  en te rp r ise  
operations
Impact o f  
tourism
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DOMESTIC TOURIST ARRIVALS ALL FORMS OF ACCOMMODATION
Country 1975 1976 1977 1978 1979
Average
annual
growth
%
AFRICA:
A lge r ia
Benin
Ivory  Coast 
Senegal 
Togo 
Tunis ia 
United Rep o f 
Cameroon 
Zaire
AMERICAS:
Argentina
B o l iv ia
Chile
Colombia
Jamaica
Mexico
Peru
EAST ASIA &
THE PACIFICS:
Malaysia
EUROPE:
A u s tr ia
Cyprus
Czechoslovakia
France
Germany Fed Rep o f
Greece
Hungary
Ire land
Is rae l
I t a l y
Netherlands
Norway
Poland
Portugal
Romania
Spain
359
1
73
87
832
12.445
3.151
4.418
31
26.100
37.642
4.090
2.887
2.964
985
8.553
2.075
12.607
2.154
8.021
13.755
429
1
105
115
1.070
13.285
3.186
4.476
36
26.800
39.066
4.236
2.983
2.425
954
8.Ô83
2.189
12.807
2.089
8.116
14.827
418
2
17
114
11.848
129
896
2.903
13.814
3.100
4.837
41
40.904
4.252
3.172
1.964r
911
2.381
15.450
2.439r
8,315r16.837
497
2
153
26
17
651
120
13.525
139
938
2.922
114
16.066
3.006
4.875
4.918
41
8.455
40.369
48.725
4.188
3.205
1.103
935
30.780
5.534
2.444
15.133
2.596
8.86914.926
35
17
846
13.851
101
17.700
5.263
5.082
43
7.845
49.863
4.368
3.105
1.847
1.057
30.909
2.590
2.703
9.211
14.467
11.5
26.0
28.0
11.3
4.1
9.2
- 1 . 6
3.6
8.5
i s !6
7.3
1.7
1.8 
11.2
1 .8
13*. 5
5.7
6.3
3.5
5.8
1.3
149
Country 1975 1976 1977 1978 1979
Average
annual
growth
%
Swi tze rland  
Turkey
United Kingdom 
Yugoslavia
117.000 122.000
• • 7.0441.644
119.000
11.679
7.501
1.999
118.000
11.679
0.2
MIDDLE EAST
Syrian
Arab Republic • •
1.827 1.824 • • * •
Source: WTO, Economie Review 1982
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APPENDIX A .1 .4 (c )
INTERNATIONAL TOURIST ARRIVALS BY REGION (IN MILLIONS)
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1970 1974 1975 1976 1977 1978 1979
Europe 124.2 139.7 148.0 165.0 178.3 189.0 196.0
North 
Ameri ca 27.4 27.9 29.4 30.5 31.3 32.5 34.2
Latin
America and 5.9 12.1 12.2 13.0 13.8 15.0 15.2
Caribbean
A fr ic a 2.6 3.9 4.3 4.1 4.5 4.9 5.3
Asia and 
A ustra las ia 5.4 8.8 9.6 10.9 12.2 14.1 15.8
Middle East 2.9 4.3 3.4 3.6 3.5 3.8 3.6
TOTAL 168.4 196.7 206.9 227.1 243.5 259.3 270.1
Share o f
Europe to 73.8% 71.0% 71.5% 72.7% 73.2% 72.9% 72.6%
the to ta l
Source: WTO/IUOTO, Economic Review o f  World Tourism (1978/80)
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APPENDIX A .1 .4 (d )
INTERNATIONAL TOURISM : ARRIVALS BY REGION ( f ig u re s  in  m i l l i o n s )
Regions 1977 1978 1979 1980 1981
(PE)
Average
annual
change
1981/77
(%)
AFRICA
A r r iv a ls
Index
4.7
100
5.1
109
5.7
121
6.0
128
6.2
132
7.2
AMERICAS
A r r iv a ls
Index
46.6
100
49.6
106
52.3
112
54.9
118
57.3
123 5.3
NORTH AMERICA
A r r iv a ls  . 
Index
31.3
100
32.6
104
32.9
105
34.9
112
36.5
117 3.9
LATIN AMERICA 
& THE CARIBBEAN
A r r iv a ls
Index
15.3
100
17.0
111
19.4
127
20.0
131
20.8
136 8.0
EAST ASIA & 
THE PACIFIC
A r r iv a ls
Index
10.8
100
12.7
118
14.0
130
15.5
144
17.0
157 12.0
EUROPE
A r r iv a l  s 
Index
171.7
100
184.4
107
191.7
112
195.0
114
202.0
118 4.1
MIDDLE EAST
A r r iv a ls
Index
4.0
100
4.2
105
5.0
125
5.5
138
6.0
150 10.7
SOUTH ASIA
A r r iv a ls
Index
2.0
100
2.1
105
1.7
85
1.7
85
2.0
100 -
WORLD TOTAL
A r r iv a ls
Index
239.9
100
258.1
108
270
113
279
116
290
121 4.9
(PE) : P rov is iona l estimate
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APPENDIX A 1 .5 .7 (a )
EVALUATING TOURISM RESOURCES
''Evaluation o f  tourism resources can be made on the basis o f  the 
in fo rm ation  given in an inventory  card which w i l l  contain 
in form ation on the fo l lo w in g  p o in ts " .
1. Id e n t i f ic a t io n  o f  the resource.
2. Re la tionsh ip  w ith  o ther tourism  resources and tours included in 
the la t t e r .
3. S p ec if ic  in f ra s t ru c tu re  ( te c h n ic a l ,  t ra n s p o r t ,  urban).
4. Signposting and access.
5. In formation serv ices.
6. Tourism in s ta l la t io n s  and e x is t in g  serv ices.
7. Calender and opening hours where necessary.
8. E x is t in g  p lanning.
9. Level and degree o f  u t i l i z a t i o n .
10. Type o f  demand fo r  the resource.
11. Ownership (p u b l ic  or p r iv a te ) .
12. Body (o r  bodies) responsib le fo r  development, preservation and 
promotion.
13. Special features o f each resource.
As regards p o te n t ia l u t i l i z a t i o n  o f  the resource, the card must include 
the in fo rm ation  needed fo r  ana lys is  o f  the fu tu re  p o s s ib i l i t ie s  o f  
using the resource, in p a r t ic u la r  such p o s s ib i l i t ie s  as re la te  to
14. I t s  s p e c i f i c i t y  in  r e la t io n  to  o ther resources o f  the same nature.
15. Access f a c i l i t i e s  and p rox im ity  to  generating centres.
16. Present importance o f  the resource in  re la t io n  to  the whole area 
in  which i t  is  located.
17. Existence o f a c t i v i t i e s  incompatible - now or in  fu tu re  - w ith 
tourism .
18. Existence o f  gu ide lines fo r  planning and development.
19. P r o f i t in g  from the resource and u t i l i z a t i o n  des irab le .
15 5
APPENDIX 1 .5 .7 (b )
INTERNAL AND EXTERNAL FACTORS
To enable eva luation o f  a tourism resource, a l l  the aspect o f  the 
resource concerned must f i r s t  be grouped under two headings:
in te rn a l fa c to rs  and external fa c to rs .
In te rna l Factors
Are the s p e c i f ic  values and p rope rt ies  inherent in  each resource. 
Based on t h e i r  fu n c t io n s ,  two types o f  in te rn a l fa c to r  can be 
d is t ingu ished :
•  Those re la t in g  to  the degree o f  u t i l i z a t i o n  o f  the resource ; 
e Urbanization
• In f ra s t ru c tu re
•  Tourism services and in s ta l la t io n s
•  Those re la t in g  to  the i n t r i n s i c  features o f  the resource and which 
co inc ide , e s s e n t ia l ly ,  w ith  the patriomony from which resource 
o r ig in a te d .  ^
External Factors
Are those which e x e r t ,  o r can exert an appreciable in f luence  on t o u r i s t  
f lows to  the resource and which the resource in re la t io n  to  the market 
demand. These fa c to rs  are:
•  A c c e s s ib i l i t y
•  S p e c i f ic i t y
• P rox im ity  to  generating centres
•  Importance o f  the resource
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APPENDIX A 2 .1 .2
EUROPEAN TOURISM ISSUES
Issues most f req uen t ly  mentioned ( in  order o f  times mentioned)
1. Regional Development
2. Seasonality
3. Consumer P rotection
4. Balance o f  Payments
5. Social Tourism
6. Rural/Green Tourism
7. Environmental Pro tection
Other issues mentioned (unranked)
Increase/improve hotel capacity
Help fo r  small hote ls/budget hote ls  and s e l f  ca te r ing
Provis ion o f  the in f ra s t ru c tu re
Help fo r  small businesses
Vocational t ra in in g  and education
Youth tourism
Overseas aid tourism
Action on currency and o ther r e s t r ic t io n s
Co-ordination o f government agencies involved in  tourism
Public  education on tourism issues
Community le isu re  and rec rea tion  needs
Control o f  casinos and gambling
Public access
Economic impact o f  tourism 
Energy matters 
Price contro l
Concern fo r  t r a d i t io n a l  reso r ts  and spas 
Female holidays 
Second homes 
Employment in tourism
Development o f  computers and in fo rm ation  technology 
Levels o f pub lic  t ran spo rt  fares ( a i r ,  r a i l ,  coach)
Countries in vo lved :
Belgium, France, Germany, I t a l y ,  Netherlands, U.K.
Source: OECD, Tourism Po licy  and In te rn a t io n a l Tourism, 1972-1982,
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APPENDIX A 2 .2 .1 (a )
CHECK LIST OF TYPES OF OBSTACLES TO INTERNATIONAL TOURISM
I .  Obstacles a f fe c t in g  the in d iv id u a l in tending to t ra v e l
1. Imposed by the home country.
(a) Currency r e s t r ic t io n s  imposed upon res iden ts .
(b) Conditions and procedures fo r  issue o f  t ra ve l documents.
(c) Customs allowances f o r  re tu rn ing  res idents .
(d) R e s tr ic t ion s  on overseas t ra v e l .
2. Imposed by the host country,
(a) Currency r e s t r ic t io n s  imposed upon v is i t o r s .
(b) Entry v isa s ,  id e n t i t y  documents, l im i ta t io n s  on duration o f  
stay.
(c) Form a lit ies  concerning en try  o f  motor veh ic le s ,  pleasure 
boats o r  o ther c r a f t .
(d) Fo rm a li t ies  concerning a p p l i c a b i l i t y  o f  d r ive rs  l icences , 
car insurance, etc.
(e) R e s tr ic t ion s  on a c q u is i t io n  o f  property by non-nationals 
(e .g . ho iiday f l a t s ) .
( f )  Taxes on fo re ign  v is i t o r s .
I I .  Obstacles a f fe c t in g  companies p rov id ing  services to  f a c i l i t a t e  
t ra v e l (e .g . t ra v e l agents, to u r  operators)
3. L im ita t io n s  on fo re ign  investm ent/equ ity  p a r t ic ip a t io n .
4. R e s tr ic t ion s  on the establishment o f  fo re ign  owned e n t i t ie s  
(branches and s u b s id ia i r ie s ) .
5. Requirements f o r  q u a l i f ic a t io n s  fo r  operating p ro fe s s io n a l ly  which 
are e i th e r  d i r e c t ly  d is c r im in a to ry  or more d i f f i c u l t  fo r  non­
na tiona ls  to  acquire.
6. R e s tr ic t io n s  on non-national personnel and employment (e .g . v isas , 
work perm its ).
7. D i f f i c u l t i e s  in ob ta in ing  licences to  operate.
8. Relevant r e s t r ic t io n s  on t ra n s fe r  o f  funds in and out o f  the country 
(not covered under I above).
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9. R e s tr ic t ion s  upon the a b i l i t y  o f  non-established fo re ign
companies to  s o l i c i t  fo r  custom, advert ise or s e l l  d i re c t  to
c l ie n ts  w ithou t lo c a l ly  established in te rm ed ia !r ie s .
10. D is t in c t io n  in  EEC countr ies between EEC and non-EEC nationa ls
w ith  regard to  the above items.
I I I .  Obstacles a f fe c t in g  companies prov id ing  tra n sp o r ta t io n  (e.g.
a i r l i n e ,  ra i lw ays , coach opera tors , c ru ise  l in e rs )
11-18 Categories as under I I  (3-10).
19. R e s tr ic t ion s  on non-national a i r l i n e s ,  coach operators or cru ise
1iners .
20. L im ita t io ns  on movements o f  passengers by fo re ign  a i r l in e s  or 
c ru ise  ships.
21. D iscrim ina to ry  landing dues, taxes or port charges.
22. Lack o f  rec ip roca l recogn it ion  o f q u a l i f ic a t io n s  (e .g . a i r  crew,
s i te  guides, coach d r iv e rs ) .
23. Requirements fo r  government employees to  use nationa l a i r l i n e s /  
fe r r y  serv ices.
24. D iscrim ina to ry  access to  special terms from s ta te  enterpr ises 
(e .g . a i r l i n e s ,  ra i lw a y s ) ,  in c lud ing  d i f f e r e n t ia l  commissions.
25. L im ita t io ns  on access to  reserva tion  systems.
IV. Obstacles a f fe c t in g  companies prov id ing  reception f a c i l i t i e s
(e .g . h o te ls ,  re s o r ts ,  car h ire  f irm s )
26-33 Categories as under I I  (3 -10).
34. R e s tr ic t io n s  on imports o f  essen tia l goods.
35. Requirements fo r  p lac ing o f  contracts  (e.g . f o r  s i te  development)
w ith  loca l en te rp r ises .
36. D iscrim ina to ry  tax regimes fo r  fo re ign  entrants ( in c lud ing  tax 
holidays not ava i la b le  to n a t io n a ls ) .
37. R e s tr ic t ion s  on ownership by non-nationals (e .g . leasing only
perm itted) and problems re la ted  to secu r ity  o f  tenure or 
r e p a t r ia t io n  o f  investments.
38. L im ita t io n  on access to  reserva tion  systems.
59
V. Other obstacles
39. D iscr im ina to ry  regu la t ions  on health inspection/consumer 
p ro te c t io n ,  e tc .
40. Compulsory use o f  ce n tra l iz e d  governmental/muni c i pal organ izations 
or middlemen.
41. Others,
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APPENDIX A 2 .2 .1  (b)
Countries th a t  requ ire  approval or l icense  fo r  Residents' Overseas 
Travel ;
OECD: None
Non-OECD: 17
Bangladesh, Botswana, Burma, Burundi, Republic o f  China, 
Costa Rica, Guinea, Guinea-Bissau, Guyana, In d ia ,  
Jamaica, Lao PDR, Nepal, Rwanda, Somalia, Tanzania,
V ie t  Nam.
Countries th a t  l i m i t  amount o f  fo re ign  and domestic currency residents 
may use f o r  overseas t ra v e l :
OECD:
A u s tr ia ,  F in land, Greece, Ice land , I t a l y ,  New Zealand 
Norway, Portuga l,  Turkey.
Non-OECD: 72
Afghanistan, A lg e r ia ,  Bangladesh, Barbados, Benin, Botswana, 
B r a z i l ,  Burma, Burundi, Cameroon, Cape Verde Is land s , Central 
A fr ican  Empire, Chad, C h ile ,  Republic o f  China, Colombia,
Comoros Is lands , Congo PR, Costa Rica, Cyprus, Egypt,
El Salvador, Equatoria l Guinea, E thopia, Gabon, Ghana,
Grenada, Guinea-Bissau, Guyana, In d ia ,  I ra q ,  I s ra e l ,  Ivory  
Coast, Jordan, Kenya, Lesotho, L ibya, Madagascar, Malawi,
M a li ,  M auritan ia , M a u r i t iu s ,  Morocco, Nepal, N iger, N ig e r ia ,  
Pakistan, Peru, P h i l ip p in e s ,  Romania, Sao Tome and P r in c ipe ,  
Senegal, S ie rra  Leone, Somalia, South A f r ic a ,  Sri Lanka,
Sudan, Surinam, Swaziland, S y r ia ,  Tanzania, Tha iland, Togo, 
Tunsia, Uganda, Upper V o lta ,  V ie t  Nam, Western Samoa, Yemen PDR, 
Yugoslavia, Za ire ,  Zambia.
16
Countries th a t  tax re s id e n ts ’ overseas t r a v e l :
OECD: None
Non-OECD: 20
Afghanistan, B o l iv ia ,  B r a z i l ,  C h ile ,  Colombia, Ecuador,
El Salvador, Ghana, Guatemala, Guyana, H a i t i ,  In d ia ,  I ran ,
I ra q ,  Panama, Peru, P h i l ip p in e s ,  S ie rra  Leone, S yr ia ,
Venezuela,
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APPENDIX 5 .2 .5
ECONOMIC SECTORS 
A g r ic u l tu re
Despite the rap id  growth o f o ther sec tors o f the Egyptian economy, 
a g r ic u l tu re  remains the coun try 's  most important wealth-genera t ing 
a c t i v i t y  accounting fo r  nearly  65 percen t o f the value o f  merchandise 
exports and employing some 45 percent of the to ta l  labour fo rce . 
Egyptian a g r ic u l tu re  is  dominated by the River N ile  and the necessity  
fo r  i r r i g a t io n .  The arable area is  about 6.3 m i l l io n  feddans, or 
on ly  2.6 percen t o f  na t iona l t e r r i t o r y ,  nearly  a l l  o f  i t  in  the N ile  
Va lley  and the Delta. The ex tension o f  the c u l t iv a b le  area through 
reclama t ion has been slow, d i f f i c u l t  and c o s t ly .  Government p o l ic y  is  
to  encourage the p r iv a te  sec tor to take advantage o f  the land 
reclama t ion programme by help ing organise co-opera t ives, f a c i l i t a t i n g  
the gran t o f s o f t  loans to in d iv id u a l farmers and co -opera t ives, and 
prov id ing  inducements to  f irm s w i l l i n g  to o f fe r  various services in 
the reclaimed areas. The most important f ie ld  crop is  long -s tap le  
co t ton and Egypt one o f  the w orld 's  leading producers. Also r ic e  is  
an impor tant crop and is  a major source o f  fo re ign  exchange earnings 
behind co tton and f r u i t .
TABLE 1
Selected Five Year Plan A g r ic u l tu ra l  Targets
Product Production
1981/82
Production
1986/87
% Increase
Wheat 1,583 3,210 102
Rye 2,326 3,601 55
Mi 11 e t 3,375 3,823 13
Sugar cane 9,235 11,222 21.5
M ilk 1,582 2,540 60.5
6 6
Despite many problems a g r ic u l tu ra l  ou tpu t is  con t inuing to increase, 
the Government's a g r ic u l tu ra l  development p lan, p rov id ing  fo r  an 
investmen t o f  LE 3.74 m i l l io n s  during the curren t  Five Year Plan, over 
h a l f  o f  which is  to be spent on i r r ig a t io n  and drainage, aims to 
achieve a leve l o f  produc tion s u f f i c ie n t  not only to feed Egyp t's 
ra p id ly  growing popu la t ion, but also to ensure th a t  a la rge agro­
in d u s t r ia l  surplus is  made ava i lab le  fo r  export.
O il and Gas
The problem o f  energy supply is  no t one th a t  ought to  troub le  Egypt. 
Egypt is  fo r tuna te  in  possessing not only o i l ,  gas and coal but also 
subs tan t ia l p o te n t ia l  fo r  o ther forms o f  power to  take over from these 
non-renewable reserves in the fu tu re .
There are large o i l - f i e l d s  in  Western Sinai (a tAbu Rudeis), 
around Hurqhada and to  the south o f  El-Alamein in the Western Desert, 
and i t  is  hoped to  f in d  more in  the Qattara Depression. In 1972, 
produc t ion was 8.5 m i l l io n  tons; in 1980/81 i t  had reached 32.9 
m i l l io n  tons.
The curren t  Five Year Plan ta rge ts  produc tion o f  63.3 m i l l io n  tons 
annually  (one m i l l io n  ba rre ls  a day) by 1986/87. The f i r s t  o f  Egyp t 's 
gas f ie ld s  to come on stream was Abu Madi in  the N ile  De lta , in  
October 1974. Abu Gharadey in  Western dese r t ,  s ta r ted  produc tion in  
A p r i l  1976 and considered as one o f  the main f ie ld s  besides 
AbuQ ir,  o f f  the coast a t A lexandria , which commenced ou tpu t in  
January 1979. In fa c t ,  the development o f  gas reserves w i l l  make a 
subs tan t ia l c o n t r ib u t io n  to the economy. Produc tion is  c u r re n t ly  
2.6 m i l l io n  tons annua lly , and the Five Year Plan p ro je c ts  an 
increase to  9.5 m i l l io n  tons by 1986/87. The Plan also s tresses the 
f u l l e r  e x p lo i ta t io n  o f  Egyp t 's coal reserves. With such annual ou tpu t 
o f  crude o i l ,  Egypt can no t only meet is  own s te a d i ly  growing needs 
but can also earn valuable fo re ign  currency by i t s  increasing export 
o f  o i l .  I ts  s i tu a t io n  on the Mediterranean g iv ing  i t  a considerable 
advantage over o ther o i l - e x p o r t in g  coun tr ies .
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Indus try
The to t a l  value o f  in d u s t r ia l  produc tion has increased a t an average 
ra te o f  15.7 percen t per annum since 1978 to  reach LE 9,494 m i l l io n  
in 1981/82, and is  pro jec ted to  grow by a fu r t h e r  54 percen t during 
the cu rren t  plan period to a to ta l  o f  LE 14.600 m i l l io n  in 1986/87, 
a t an average ra te o f  9 percen t per annum. Food processing and 
t e x t i le s  s t i l l  dominate the in d u s t r ia l  sec to r,  c o n t r ib u t in g  55^ 60% 
o f  the to ta l  value o f  in d u s t r ia l  ou tpu t .  A l l  heavy indus try  is  
p u b l ic a l l y  owned and development o f  p ro jec ts  es tab lished in  1970s 
con t inues mainly in Helwan iron  and s teel complex and Nag Hammadi 
aluminium complex. W ith in the f i e l d  o f  car indus t ry  i t  was 
announced th a t  Egypt is  to  b u i ld  Volkswagen "Bee t le" cars under a 
l ice n s in g  agreement.
Under the plan the p u b lic  sec tor w i l l  remain the major source o f  
in d u s t r ia l  ou tpu t ,  accoun ting fo r  64.3 percen t o f  the value o f  
produc t ion by the end o f  the period w i th  the p r iv a te  sec tor 
accoun ting fo r  the balance.
Government p o l ic y  is  no t only  to encourage produc t ive investmen t in  
wealth genera t ing a c t i v i t i e s ,  but a lso to br ing  about a g rea ter 
d iv e r s i f i c a t io n  w i th  the s tress  on la bou r- in tens ive  l i g h t  in d u s t r ie s ,  
in c lud ing  consumer and p rec is ion  in d u s t r ie s ,  w i th  a view to  most 
products sold in  Egypt even tua lly  bearing the label 'Made in Egyp t ' .  
And today the shelves o f  Cairo supermarkets bear evidence o f  the 
increas ing  loca l produc t ion.
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Crude Oil Exports 
Tourism Revenues 
Suez Canal Dues 
Workers' Remittances
(LE m i l l io n ) 1979 1980 1981 Jan/Jun1982
Crude Oil Exports 
Tourism Revenues 
Suez Canal Dues 
Workers' Remittances
1,340.6
319.8
412.1
1,449.8
2,129.3
410.8
464.3
1,811.6
1,971.6
337.8
621.8 
1,778.3
963.1 
160.4
331.1 
631.0
TOTAL 3,522.3 4,816.0 4,709.5 2,085.6
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APPENDIX 5.1
Aims, A c t i v i t ie s  and F ie lds o f  Competence o f  National T ou r is t  
O rganiza tion in Egypt
Legal S ta tus: Governmental
Date o f  fo rm a t ion : 1974
The High Council fo r  Tourism and A v ia t io n ,  has the fo l lo w in g  fu nc t ions :
•  policy-making and development planning fo r  tourism and c i v i l  
a v ia t io n ;
0 co -o rd ina t ing  the work and c o l la b o ra t in g  w ith  o ther m in is t r ie s ,  
assoc ia t ions, o rgan iza t ions and bodies whose func t ions  are re la ted  
to tourism and c i v i l  a v ia t io n .
The M in is t ry  o f  Tourism and C iv i l  A v ia t ion  is  pa r t  o f  th a t  body and is  
responsible fo r  so lv ing  a l l  problems slowing down the development o f 
tourism and c i v i l  a v ia t io n .
There is  also an advisory body, the Egyptian Federa tion o f  T o u r is t  
Chambers, whose func t ions are to  propose measures and give advice on a l l  
ma tters concerning chambers ac t ive  in  tourism.
The M in is t ry  o f  Tourism and C iv i l  A v ia t ion  is  pa r t  o f  th a t  body. I ts  
ro le  is  to co l labo ra te  in  the ca rry ing  out o f  the reso lu t ions  adopted.
F ie lds o f  Competence
• Tourism planning and development
•  Tourism promotion abroad
0 Domestic tourism promotion 
0 Research, s tud ies , surveys and s t a t is t i c s  
0 Tourism voca t ional t r a in in g
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# Regulation and supervis ion o f to u r is t  en terpr ises
# F a c i l i ta t io n
# O f f ic ia l  domestic and in te rn a t io n a l o rgan iza t ion o f  tourism
# T ou r is t  recep t ion and in form a t ion
# Preserva t ion, p ro tec t ion  and u t i l i z a t io n  o f  h i s to r ic a l ,  c u l tu ra l  
and hand ic ra f t  resources
A c t i v i t ie s
Tourism planning and development
0 Prepara tion o f  tourism development plans a t  the n a t io n a l ,  regional 
and loca l le v e l.
# Prepara tion o f  tourism  development plans in  co-opera t ion w ith  
na tional planning a u t h o r i t ie s ,  w i th  a view to t h e i r  in te g ra t io n  in  
the na t ional master development plan.
# C rea t ion, expansion and improvement o f  t o u r is t  p lan t  and a t t ra c t io n s
Tourism promotion abroad
# Organiza tion o f  p u b l ic i t y  campaigns in  the press and on radio and 
te le v is io n .
# P ub lica t ion  o f  pamphlets, prospectuses, guides and o ther t o u r is t  
in form a t ion.
e Production o f  t ra v e l f i lm s .
# Supplying o f  sales promotional in form a t ion to t ra ve l agents and 
o ther in term ed ia r ies .
# S e t t ing  up abroad o f pub lic  re la t io n s  services responsib le d i r e c t l y  
to our o rgan iza t ion .
# Organiza tion o f  t ra v e l trade fa m i l ia r iz a t io n  v i s i t s .
# Crea tion abroad o f  in fo rm a t ion and sales promotion o f f ic e s  
responsib le d i r e c t l y  to our o rgan iza t ion .
# Use o f  adve r t is in g  agencies fo r  promotion abroad.
8# Co-operation w ith  our coun try 's  d ip lom a t ic  or consular 
represen ta t ives abroad in  the dissemina t ion o f  t o u r is t  adve r t is ing  
and in fo rm a t ion.
Domestic t o u r is t  promotion
# Organiza tion o f  p u b l i c i t y  campaigns in the press and on radio and 
te le v is io n .
# Public  o f  pamphlets, prospec tuses, guides and o ther to u r is t  
in form a t ion.
# Production o f  t ra v e l f i lm s .
Research, s tud ies , surveys and s t a t is t i c s
# Existence in  our WTO organ iza t ion o f a market research and s tudies 
department.
t  Surveys, t o u r is t  opinion and behaviour s tudies,
# C o llec t ion  and com pila t ion o f  t ra ve l s t a t is t i c s  ( to u r i s t  movements, 
ho tel capacity  and occupancy ra te s ,  e tc ) .
# Assessment o f  promotion re s u l ts  and e ffec t iveness .
Tourism voca t ional t ra in in g
# Formula tion o f  t r a in in g  programmes fo r  ho tel and ca ter ing  s t a f f ,  
guides, hostesses, rec rea t ion  s t a f f ,  e tc .
0 O rganiza tion o f  voca t ional t ra in in g  courses, seminars and study 
cycles.
0 Es tablishmen t o f  ho tel and tourism schools.
0 Gran ting o f  fe l low sh ips .
0 Reception o f  tra inee s .
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Regulation and supervis ion o f  t o u r is t  en terpr ises 
Ho tels and s im i la r  es tablishmen ts -  Restaurants
•  D ra f t ing  o f  ho tel regu la t ions  and le g is la t io n .
• A pp lica t ion  o f ho tel regu la t ions and le g is la t io n .
•  Formulation o f  ho tel and res tauran t  opera t ing standards.
•  Gran ting o f opera t ing licences to ho tels  and res tauran ts.
•  Inspec t ion o f  ho te ls  and res tauran ts,
•  Control o f  ho tel and res tauran t  p r ices .
• Hotel grading.
• Restaurant grading.
•  Measures to es tab l ish  working cond it ions and hours in  the ho tel 
sec tor.
•  Loans to  the ho tel sec tor f o r  cons truc t ion and moderniza tion.
•  Prepara tion o f  loan schemes fo r  the ho tel sec tor.
•  Implementation o f  loan schemes f o r  the ho tel sec tor.
Supplementary means o f  accommodation
• D ra f t in g  o f  regu la t ions and le g is la t io n  governing supplementary 
means o f  accommodation.
t  Formula tion o f  opera t ing  standards fo r  supplementary means o f 
accommodation.
Travel agents and tou r  opera tors
c Prepara tion o f  regu la t ions and le g is la t io n .
•  A pp lica t ion  o f  regu la t ions and co n t ro l .
•  Gran ting o f  opera t ing  licences.
•  Grading o f  t ra v e l agents and tou r  opera tors.
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Reception s t a f f  : guides and hostesses
e Prepara tion o f  regu la t ions  and le g is la t io n .
# A pp lica t ion  o f  regu la t ions and c o n to r l .
# Gran ting o f  permits to  guides and hostesses.
Transport
P a r t ic ip a t io n  in  schemes in tended to  develop the various means o f  
tra n sp o r t :
# Ai r
# Rai 1
# Road
# Sea
# River
# Co-ord ina t ion o f  the various means o f  t ra n sp o r t  at the na t iona l leve l
# Co-ord ina t ion o f  the various means o f  tra n sp o r t  a t the in te rn a t io n a l
leve l f o r  the c rea t ion  o f  in te rn a t io n a l tourism i t in e r a r ie s .
# Measures to f a c i l i t a t e  cha r te r f l i g h t s  to and from our coun try,
t  Measures to promote a l l - in c lu s iv e  and group t ra v e l .
F a c i l i t a t io n
t  Measures to a bo lish ,  l i b e r a l iz e  or s im p l i fy  en t ry  and e x is t  
fo rm a l i t ie s  to :
# na t iona ls
# fo re ign  v is i to r s
# Contacts w i th  the competent a u th o r i t ie s  o f  our coun try to encourage
the accession to ,  and a p p l ic a t io n  o f  in te rn a t io n a l conventions and
agreements on tourism .
# Measures to  f a c i l i t a t e  the g ran t ing  o f  fo re ign  exchange fo r  t rave l 
to na t iona ls  and res iden ts o f  our coun try.
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Domestic and in te rn a t io n a l o rgan iza t ion o f tourism
# Creation and management o f:
# Regional t o u r is t  o f f ic e s .
# P rov inc ia l to u r is t  o f f i c e s ,
# Local t o u r is t  o f f ic e s .
# Co-ordina t ion and superv is ion o f  tourism  trade assoc ia t ions , such 
as h o te l,  to u r  opera tor and t ra v e l  agent associa t ions.
e Representation o f  the National T o u r is t  O rganiza tion as such a t 
in te rn a t io n a l to u r is t  meetings and conferences.
# Membership o f in te rn a t io n a l o rgan iza t ions s o le ly  as an NTO.
# P a r t ic ip a t io n  in  in te rn a t io n a l meetings and conferences as the 
Government tourism  re p re s e n ta t iv e .
# P a r t ic ip a t io n  in  b i l t e r a l  o r  m u l t i la te ra l  in te rn a t io n a l nego t ia t ions 
as the Government tourism  rep resen ta t ive .
T o u r is t  recep t ion and in fo rm a t ion
t  Establishmen t o f  t o u r i s t  in form a t ion  o f f ic e s  a t  the main poin ts o f 
en try  and in the la rg e s t  towns and to u r is t  cen tres.
0 Existence o f  a t o u r i s t  p o l ice  serv ice es p e c ia l ly  assigned to a s s is t  
domestic and fo re ign  v is i to r s .
# A v a i la b i l i t y  o f  a hostess serv ice  responsible f o r  p rov id ing  
in form a t ion to  v is i to r s .
# Existence o f  t o u r i s t  guide and in te rp re te r  serv ices .
# Existence o f  fo re ign  exchange o f f ic e s  in  the la rg e s t  towns and 
t o u r is t  cen tres.
Preserva t ion, p ro tec t ion  and u t i l i z a t io n  o f  h i s t o r i c ,  c u l tu ra l  and 
han d ic ra f t  resources
« Conservation campaigns to p ro tec t  monuments and h i s to r ic ,  c u l tu ra l  
and a r t i s t i c  s i te s .
• Measures fo r  the p ro te c t io n ,  promotion and encouragement o f fo lk lo re  
and hand ic ra f ts .
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4
3 star
5 star
4 star
2 star
1 s ta r
1983 1984 1985 1986 1987
Years
1988 1989 1990
Increases in  t o t a l  ho tel bedspaces 
By ca tegory 1983-1990
Notes : Ho tels under cons truc t ion 
Ho tels planned
APPENDIX 6 .2 .4 (a )
NATIONAL DEVELOPMENT PLAN : TOURISM SECTOR 
PLANNED FIVE-YEAR INVESTMENT PROGRESS
1982/83 - 1986/87
1 9 0
Development Projec ts
Target 
capacity  
( rooms)
Cos t/Un it
(£1)
To ta l Cost 
(£E)
Capacity o f fou r  and f iv e  
s ta r  in c lud ing  f lo a t in g  
ho tels
9420 80,000 753,600,000
Capacity o f three s ta r 10470 30,000 314,100,000
Capacity Ho tel-Ap t 10000 30,000 300,000,000
- - 126,000,000
Promotion Progress 
(1% of income from 
tourism)
25,000,000
Investments in  the MT 
to  support new 
development
25,000,000
Research and t ra in in g  
program 10,000,000
TOTAL 1 ,553,700,000
Source: M in is t ry  o f  Tourism
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APPENDIX 6 .4 .2 (a )
CAPITAL INVESTMENT COST PER ROOM (Excluding land costs and loan charges)
Date
completed Hotel Rooms Grade
Capita l cos t 
LE '000
Cost per 
room LE '000
1965 Sheraton
Giza
386 5 6965 18.0
1975 Méridien
Cairo
308 5 7471 24.0
1976 Oberoi
Aswan
224 5 6000 26.8
1977 O o l ie v i l ie 248 4 6806 29.3
(9 5 .0 ) (T)1979 Holiday Inn 497 5 (47237)(1)
Pyramids
(26738)(T) (108 .7 ) (T)1980 Holiday Inn 246 5
• Sphinx
(60204)(T) (9 3 .6 ) (T)1980 Sheraton
H e lio p o l is
689 5
1980 Sheraton ^^^ ( 2 )  (265)1^/
5 13596 118.2
Hurgada
1981 Novotel
A irp o r t
220 3 12000 62.2
1982 M a r r io t t
Cairo
1285 5 103057 80.3
1984 Novotel
Luxor
300 3 21000 70.0
1984 In te r ­
con t inen ta l 
Serami s
842 5 103038 126.0
TOTALS 3928
5360
279933 71.3
Source: Analysis o f  Actual B u ild ing  Costs, 1983
Notes: (1) Costs ca lcu la ted in  US$
(2) Provis ion made fo r  subsequent add it ion  o f  150 rooms
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